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Foreword by 

the Rt Hon Norman Tebbit MP, 

Secretary of State for Trade and Industry 



This report is about burdens on business - the burdens imposed by central and 
local government regulations, which bear hardest on small firms. 

Most businesses, large or small, need to cope with regulations; they have to, if 
they are to survive. Each separate area of Government intervention, considered 
in isolation, may seem modest in the demands it makes on them. But this report 
looks at the problem as a whole. It makes clear that the cumulative burden of 
regulation is a serious brake on enterprise and employment. Government 
requirements add significantly to business costs - particularly costs to 
management time. They deter new business start-ups and expansions. 

Cutting the burden of regulation is one important way Government can act to 
help business prosper - and create the soundly-based new jobs we need. Small 
businesses have a vital role to play. They provide millions of jobs already and 
will be a major source of new employment. 

Controls are necessary in some areas to ensure that the market works humanely, 
fairly and efficiently. These must be maintained. But we can reduce regulatory 
burdens, without destroying essential protections for employees, consumers 
and the general public. 

The report identifies options for change in ten main areas, ranging from Value 
Added Tax and PAYE to company and consumer law. It highlights some 
general lessons applying across the board - on enforcement methods and 
procedures; on communications between business and Government; and on the 
need for tough continuing controls over the growth of regulation, in the 
European Community as well as at national level. It recommends urgent 
follow-up work as a basis for firm decisions on a plan of action. 

That follow-up is now under way. In the meantime, and in advance of 
Government decisions, we are publishing the report to stimulate thought and 
comment outside, as well as inside, the Departments concerned. 
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List of abbreviations 



ACAS Advisory, Conciliation and Arbitration Service 
CBI Confederation of British Industry 
DHSS Department of Health and Social Security 
DTI Department of Trade and Industry 
EC European Community 
HSE Health and Safety Executive 
MSC Manpower Services Commission 
NIC National Insurance Contributions 
PAYE Pay As You Earn 
SSP Statutory Sick Pay 
VAT Value Added Tax 
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Key findings and proposals for action 



This report examines burdens imposed on business, especially on small 
businesses, by administrative and legislative requirements of central and local 
government. It identifies the main problems on which action is required, and 
suggests further action to tackle them. 

Compliance with Government requirements imposes real additional costs on 
business, particularly on small firms and ‘new starters’. They can be a barrier to 
market entry (2. 1.1-2. 4. 2). 

Though most firms are managing to cope with the burden, action to reduce it 
offers benefits for jobs and for the ‘white economy’ (2. 5. 1-2. 5. 3). 

There are practical, social and political constraints on the scope for cutting 
requirements back; necessary protections for employees, consumers and others 
must be maintained. Effective action will require a determined attack on the 
problem across the board (3. 2-3. 5). 

We have identified options for action in ten priority areas; Value Added Tax; 
the Pay As You Earn/National Insurance Systems; Statutory Sick Pay; planning 
controls; building regulations; fire prevention requirements; health and safety 
at work; terms and conditions of employment; company law; and consumer law 
(4.1-4.4). 



And, to control the burden as a whole, we recommend: 

- new disciplines in regulatory Departments, to make regulators in 
Government as conscious of the ‘compliance costs’ they impose on 
businesses as they areof their own management costs; and to get them into 
direct contact with small businesses ‘on the ground’ (7. 2. 1-7. 3. 2); 

- a small task force, perhaps in the Enterprise Unit, to monitor the 
application of these new disciplines (7.2.2-7.2.4); 

- action in the European Community to increase awareness of regulatory 
burdens (7.4); 

- coordinated action on all the main requirement systems, to strengthen 
‘compliance cost consciousness’ in enforcement and to tackle the 
Government/business communications gap (5. 1.1-5. 3. 2; 6. 1-6.7). 
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Chapter 1 Introduction 



1.1 Scrutinies have been completed in seven Departments on burdens 
(‘compliance costs’) imposed on small businesses by the administrative 
and legislative requirements of central and local government. 

1 .2 This report outlines (at Appendix 1) the scope of work undertaken by the 
scrutiny team and the working methods adopted; and summarises: 

- the essentials of the problem, as we see it; 

- our key conclusions and recommendations. 

1.3 Our terms of reference are at Annex A of Appendix 1; the scrutiny 
officers, and their Departments, are identified at Annex B. 

1.4 The scrutiny as a whole cost £173,000. 
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Chapter 2 The burden of regulation 



2.1 Some business 2.1.1 We have found a range of views about requirement problems in the small 
comments business community. For example: 

‘Death by Red Tape’. (National Federation of Self-Employed.) 

‘The documents which apply to a businessman setting up a factory 
stand 5 feet high’. (Centre for Policy Studies.) 

‘When we started they seemed daunting. But in practice they proved a 
minor irritant compared with the problem of raising finance and mak- 
ing the business work’. (Proprietor-manager of recently started man- 
ufacturing business, employment 13, commenting on compliance costs 
generally.) 

‘We could employ a couple of youngsters full time, if we were free to 
negotiate wages with them direct’. (Manager of retail furniture 
business, commenting on impact of Wages Councils.) 

‘Not a big problem’. (Manager of manufacturing business, employment 
52, commenting on compliance costs generally.) 

‘The big problem in life is the bank’. (Manageress of manufacturing 
business, employment 16, commenting on compliance costs generally.) 

‘A big constraint on my willingness to expand my labour force.’ 
(Proprietor of specialised publishing business, employment 4 
part-time, commenting on impact of employment-related 
requirements.) 

‘Not really a burden yet. But we are carrying about as much as we can’ . 
(Director of manufacturing business, employment 42, commenting on 
compliance costs generally.) 

‘We’ve given up contracts for porches and sun lounges. The building 
regulations are too much of a hassle’. (Proprietor of double glazing 
business, employment 8.) 



2.2 The issues 



2.3 Nature of the 
burden 



2.2.1 We have identified 12 main requirement systems at the heart of the 
problem: Value Added Tax (VAT); Pay As You Earn (PAYE) and 
National Insurance contributions (NIC); Statutory Sick Pay (SSP); 
planning controls; fire and building regulations; employment protection 
law; Wages Councils; health and safety at work requirements; and 
company and consumer law (see para 1.4 of Appendix 1). 

2.2.2 We have asked three questions about them: 

- what kinds of ‘compliance costs’ do they impose? 

- which businesses are most seriously affected? 

- how significant is the burden as a whole, in relation to businesses’ 
other than concerns? 

2.3.1 The two main kinds of ‘compliance cost’ are: 

- the staff /management time needed to understand and meet 
Government requirements, and to deal with the agencies enforcing 
them; 

- the direct expense incurred in meeting, for example, requirements for 
equipment (such as fire doors) which the firm would not otherwise 
have acquired. 

2.3.2 The element of direct expense should not be under-rated: as one manager 
pointed out to us, an item costing ‘only’ £500 may require a small 
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business to generate sales of ten times that amount to finance the 
purchase. In some areas, too, costs are significant but overlooked, 
because they only affect businesses indirectly; for example additional 
costs to commercial premises imposed by the building regulations. 

2.3.3 But for most small businesses costs to time, particularly management 
time, are the key element in the requirements burden. Management time is 
a small firm’s most precious resource. The smaller the firm, the more 
precious it is: above all where the proprietor alone is responsible for 
production, marketing and finance functions which in larger businesses 
can be shared between specialised departments. 

2.3 .4 It follows that requirement problems which only occur intermittently, but 
which make major and unpredictable demands on management 
resources, may be as serious as the continuing administrative chores 
imposed by the tax/NIC/SSP system. For this reason it is difficult to 
compare the ‘onerousness’ of different requirement systems -- problems 
with planning, or with an unfair dismissal case, for example, as against 
the day-to-day administration of VAT. 

2.3.5 to the extent that requirements impose standards different from those an 
unregulated market would set, they affect business efficiency, enterprise 
and competitiveness. The effect may be obvious where, for example, 
machine guarding requirements impede production. In other cases it may 
be less obvious but equally real. There is, for example, a cost to output and 
efficiency (as well as to employment) if job opportunities are reduced by 
minimum wage rates set by Wages Councils. 



2.4 Businesses 2.4.1 Regulatory burdens bear most heavily on the very smallest businesses 

affected where managers lack the staff support, the time and sometimes the 

expertise to cope with the work involved and to handle central and local 
government bureaucracies effectively. The larger businesses with 
specialised management capacities tend to be less vulnerable (see para 2.3 
of Appendix 1). But even here we have identified significant 
undercurrents of concern about the problems identified in Section 2.3 
above; as well as about what are seen as unnecessarily onerous or complex 
aspects of some requirement systems. 

2.4.2 A particularly worrying point economically is that ‘compliance 
costs’ - real and perceived - may limit market entry by inhibiting 
start-ups and expansion of small enterprises; especially those involving 
first-time recruitment of full time labour. The problem is compounded 
because so many requirements are directly employment-related 
(PAYE/NIC/SSP, health and safety, employment protection law). 



2.5 The problem as 2.5.1 We found that the great majority of small businesses regard Government 
a whole requirements as a permanent, immutable feature of their environment. 

Most of the firms we saw had not seriously considered the scale of the 
problem or the practical implications of reducing it. In part, we suspect 
this is because compliance costs, like other costs which affect competing 
enterprises more or less uniformly, are passed on automatically to 
customers. 

2.5.2 Not unexpectedly therefore, we found that most small businesses are 
managing to cope with Government requirements, about which only a 
minority are openly critical. And most small businesses see problems 
with finance, sales and so on as more serious than problems with 
‘compliance costs’. 
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2.5.3 Equally, we believe that the total impact - economic and 

psychological - of a determined drive to contain regulatory burdens 
would be substantially greater than the perspective of the individual small 
firm suggests. Such action, as one element in the Government’s wider 
strategy on enterprise and employment, offers benefits for: 

- jobs. Small firms^ are estimated to account for at least a third of 
private sector employment. As our consultancy survey suggests 
(Appendix 3, page 43), reductions in their compliance costs would 
be likely to feed through into profits and prices; the end result 
(within a given monetary target) being a higher level of employment 
in the whole economy. 

- the legitimate economy. Some small businesses (outside as well as 
inside the ‘black economy’) effectively cut their compliance costs by 
ignoring Government requirements. The unfair advantage they can 
gain is a frequent and bitter source of complaint from other traders. 
One effective way of reducing this fringe is to reduce the 
requirements burden. 



^‘Small firms’ as defined by the Department of Trade and Industry are firms in 
manufacturing employing up to 200 people and firms in services with annual 
turnovers below specifiedmaximawhich vary from sector to sector. On the basis of 
1976 data, such firms were estimated to account for over 6 million jobs - 36 per 
cent of private sector employment, and 25 percent of total employment. According 
to the 1 98 1 Census of Employment, firms employing fewer than 50 people provided 
more than 4 million jobs. 
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Chapter 3 



The constraints 



3.1 Our terms of reference asked us to identify the obstacles to action to 
reduce compliance costs. 

3.2 Substantial cut-backs in requirements are often likely to involve one or 
more of the following; 

- changes in the yield or the incidence (‘who pays what’) of 
PAYE/NIC and VAT; 

- reductions (or what would be claimed as reductions) in the 
effective level of protection available at present to the employee 
and other interests identified in para 1 .4 of Appendix 1 ; 

- more work for Government (with implications for public 
expenditure and manpower); 

- breaches of EC obligations (or in the case of proposed EC 
legislation currently in the pipeline, negotiating difficulties in 
Brussels). 

3.3 These constraints go to the heart of the matter. In the tax/benefit field, 
there are often trade-offs between compliance cost reduction, 
revenue/incidence implications and Civil Service manpower. In other 
areas, deregulatory changes in the structure of long-established 
requirement systems could change (or be seen as changing) the present 
balance established by law between business and other interests. Such 
shifts would only be possible if Government and Parliament took a 
strategic decision to give greater weight across the board to the 
deregulatory benefits for enterprise and employment identified at 2.5,3 
above, 

3.4 Against this background, we have identified some options for ‘structural’ 
change to reduce regulatory burdens; together with a range of ‘efficiency’ 
changes to make existing requirements ‘friendlier’ and less onerous to 
business interests. 

3.5 In some cases exemptions from Government requirements may be 
appropriate for small businesses, where there is clear evidence that they 
bear a disproportionate share of compliance costs; and/or that regulation 
is less necessary for small firms than for large. But our general approach 
has been hostile to wholesale exemptions: nor on the whole do small firms 
themselves seek these. Such exemptions would distort the market by 
putting larger firms at an unjustified competitive disadvantage; and would 
create ‘threshold’ problems at the point of transition from exempt to 
non-exempt status. 

3.6 We propose action on three fronts: 

- the scope and content of requirement sy stems; 

- their enforcement; 

- Government/business communications about them. 

These are considered in Chapters 4 to 6 below. 
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Chapter 4 



4.1 VAT, PAYE, NIC, 
SSP 



4.2 Planning, fire and 
building 
requirements 



4.3 Employment 

protection, Wages 
Councils, Health and 
Safety at Work 



Action to cut the burden: 
changes in requirements 

Following (sections 4. 1-4.4) is a check list summarising the main options for 
change in existing requirements emerging from our detailed studies in seven 
Departments. We recommend urgent follow-up work (including where 
necessary consultations with the outside interests concerned) as a basis for 
Ministerial decisions on the scope for action in these areas. 

- put the PAYE system on to a non-cumulative basis. This would be a 
far-reaching change with wide implications for all employers and 
employees. But it could open the way to putting the NIC and PAYE 
calculations side by side in the same deduction tables, which would 
help small employers. Work on this should be taken forward in the 
general context of the Government’s consideration of personal 
taxation. 

- take more small businesses out of the VAT net. Though further 
exemptions have drawbacks, VAT imposes significant compliance 
costs on small firms. But there is a major EC constraint. Early 
decisions are needed on the possibility of tackling this (7.4 below); 

- improve ‘bad debt relief in the VAT system (which will reduce 
concerns we found in a number of small manufacturing firms); and 
introduce a monthly payment plan, to help very small businesses 
with VAT; 

- make SSP easier to integrate with firms* existing pay-rolling 
systems, by simplifying administrative procedures on ‘qualifying 
periods’; dindallow businesses to opt out of the SSP system where they 
prefer to pay sick employees at the appropriate rate without refund; 

- reduce the present multiplicity of NIC rates. 

- cut planning burdens by speeding up local decisions on small 
developments; and by legislating to 'mXiodinze, Simplified Planning 
Zones, building on - but extending - experience with Enterprise 
Zones; make it easier for firms to change the use of commercial 
premises; and assist people starting small businesses in their own 
homes; 

- rationalise the building regulations, with particular reference to the 
conversion of existing buildings for commercial use; and to the 
detailed requirements on fire precautions and on energy saving; 

- increase flexibility in the application of fire precautions to premises 
presenting minimal fire risk. (Creation of a general statutory duty on 
fire precautions, under the new legislation envisaged to replace the 
Fire Precautions Act 1971, could assist the introduction of more 
flexible arrangements.) 

- increase employees* qualifying periods in unfair dismissal cases 
from 1 to 2 years, in firms employing over 20. Our field work 
confirmed that the present 1 year period is too short for many 
smaller businesses, and is distorting dismissal decisions; 

- redress the balance in unfair dismissal cases by further action to 
discourage ill-founded complaints (eg a scheme for cash deposits 
from some or all complainants to be refunded or forfeited at the 
discretion of the industrial tribunal). We found significant concern 
among small businesses with experience of unfair dismissal law that 
the present system is unduly slanted against the employer; 
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- make tribunal proceedings quicker and more efficient by reducing 
legalism in the present system. We found significant concern about 
the scale and nature of the demands made at present on management 
resources in unfair dismissal cases; 

- abolish or drastically relax Wages Councils^ controls over young 
people^s wages, which price some of them out of jobs. 

- simplify and rationalise, without loss of essential protections, 
statutory health and safety provisions, which are unnecessarily 
complicated; and eliminate some inessential requirements (eg 
restrictions on women’s hours of work; notification of the 
employment of young people in factories; posting of extracts of 
legislation). 



4.4 Company and - eliminate the present statutory audit of accounts for 

consumer law ^shareholder-managed’ small businesses; reduce and simplify the 

content of accounts and balance sheets required from small firms at 
present; and simplify the ‘annual return’ requirements; 

- put greater emphasis on ‘self-certification’ systems in the 

enforcement oiweights and measures requirements; use the planned 
introduction of a new ‘general statutory duty’ on product safety as a 
basis for containing detailed regulations in this area; and, in the 
longer term, simplify and rationalise requirements on consumer 
credit (the immediate priority in this area is a period of stability in 
the present law). 



4.5 General points 4.5.1 Three general points emerge from our studies of individual requirements. 

4.5.2 The first touches the use, where regulation is unavoidable, of general 
statutory duties as an alternative to detailed controls through secondary 
legislation. Such duties allow business maximum freedom in the choice of 
means to meet prescribed ends. But their value depends critically on: 

- establishing unequivocally that compliance and other costs must be 
taken fully into account in determining what in practice the duty 
requires businesses to do; 

- developing flexible codes to give detailed guidance on how 
businesses may comply (with maximum reliance on input from 
business itself; a clear distinction between recommendations on best 
practice and statements of minimum necessary standards; and short 
summaries of key points for small businesses); 

- cutting back - and controlling the future growth of - detailed 
regulation in the area concerned. 

4.5.3 Secondly, we recommend reliance wherever possible on 
^self-certification’ by firms themselves, as an alternative to mandatory 
inspections/tests/verification by enforcement authorities before business 
operations are permitted to go ahead. In fields like weights and measures, 
building controls and fire prevention, self-certification 
arrangements - backed by positive guidance and support from 
enforcement authorities - can cut both compliance and enforcement 
costs. 

4.5.4 Thirdly, we recommend a critical general review of licensing 
requirements, an illustrative list of which is at Appendix 5. 

4.5.5 Licensing - which makes it unlawful to trade without Government 
permission - is an exceptionally stringent method of regulation. It tends 
to maximise the power of the regulator over the regulated. And, by 
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creating controls over market entry, it can inhibit enterprise and 
competition. Its use is warranted only if the end in view is of overriding 
importance, and cannot adequately be achieved by other less onerous 
means. 

4.6 Other matters 4.6.1 Appendix 6 suggests further work on some other detailed issues. These 

include the requirements deriving from local authority private Acts and 
byelaws. 
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Chapter 5 



5.1 General 



5.2 Methods of 
enforcement 



Action to cut the burden: 
enforcement 

5.1.1 Small businesses’ concerns about Government requirements more often 
emerge as criticism of enforcement practice than as criticism of the 
substance of the requirements themselves. Typically, managers comment 
on occasional: 

- inflexibility: demands by enforcement officers which are seen as 
excessive and unreasonable in relation to the point at issue; 

- inconsistency: variations of practice over time within individual 
enforcement agencies and - in the case of requirements policed by 
local authorities - between separate authorities operating in the 
same field; 

- overlaps, with resulting inefficiencies, between separate agencies of 
central and local government. 

5.1.2 Corrective action is necessary to build ‘compliance cost consciousness’ 
into every level of the enforcement process; to achieve a more efficient 
balance between the costs and benefits of regulation; and to make 
enforcement activity simpler and more consistent in its impact on 
business enterprise. 

5.1 .3 Such action should rationalise: methods of enforcement; administrative 
‘appeal’ procedures/onus of proof in prosecutions for alleged breaches of 
requirements; and the interface between related enforcement agencies. 



5.2.1 We recommend action to: 

- develop (or improve:) guidelines on enforcement practice in central 
and local government inspectorates; 

- improve the training of enforcement officers, to increase awareness 
of small businesses’ needs and problems; 

- rationalise the selection of businesses visited for enforcement 
purposes. 

5.2.2 Enforcement guidelines, and input to training programmes on identifying 
and overcoming small businesses’ compliance problems, should 
underline the need for - and illustrate in concrete ways how to achieve - a 
more productive relationship between enforcement authorities and their 
business ‘clients’. 

5.2.3 Most businesses are anxious to meet their legal obligations. Each 
enforcement officer’s priority should be to help them comply in the least 
costly way. 

5.2.4 So guidelines and training should stress the need to identify - in 
conjunction with businesses concerned - the compliance costs implied by 
field officers’ advice of decisions; to take these into account in the use of 
enforcement discretion; and to offer constructive advice about available 
options for compliance. The emphasis in contacts with the law-abiding 
majority of firms, particularly with ‘new starters’, should be on positive 
assistance, not negative ‘policing’; and on countering the ‘guilty till 
proved innocent’ approach of which some companies complain. 
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5.2.5 Action in these areas should be reinforced by a critical review - with a 
comparative, inter-agency dimension - of practice in each enforcement 
agency on: 

- the methods used to maintain consistency in enforcement decisions; 
and 

- the intensity of enforcement effort directed at different categories of 
business, with particular reference to the need - for example in the 
health and safety area - to orient enforcement effort away from 
categories in which compliance levels are generally acceptable and/or 
the costs of non-compliance are generally low. (This will involve 
reviewing the scope and adequacy of the information available to 
each authority on businesses subject to the requirements it enforces.) 

On requirements enforced by local authorities - eg on buildings, fire 
prevention, environmental health and consumer law - the proposals at 
5. 2. 2-5 above should be followed up urgently in the established 
machinery for consultation/coordination between local government and 
the relevant central Departments. 

Our field work brought home to us the disparity of power between small 
businesses and Government enforcement agencies. In the smallest firms, 
managers often lack the time, the resources and the expertise necessary to 
contest unreasonable enforcement decisions. Two ways of tackling this 
problem are: 

- to make it easier for businesses to appeal ‘up the line’ within 
enforcement agencies; and 

- to modify the onus of proof in prosecutions for breaches of 
requirements, where this is unduly slanted at present against 
business. 

5.3.2 We recommend that the enforcement guidelines discussed at 5.2 above 
should require field officers to offer explicit advice to management on 
‘appeal’ opportunities inside as well as outside each enforcement agency; 
and that the current position on statutory defences/burden of proof 
should be reviewed in all requirement systems enforced under the 
criminal law. 

Rationalising the interface between enforcement agencies can reduce 
compliance costs in two ways: 

- by reducing the number of visits and other approaches to which 
businesses are subject from separate enforcement agencies (and the 
number of separate approaches businesses have to make to them); 

- by tackling overlaps and anomalies in the enforcement of related 
requirement systems. 

5.4.2 We recommend action on both points in relation to the PAYE/NIC 
system, by harmonising DHSS and Inland Revenue practice on visits to 
business premises, and on the border-line between employment and 
self-employment . 

5.4.3 Other priority areas to be tackled include: 

- the interface between the various ‘safety’ requirements, with 
particular reference to the distribution of enforcement functions 
between the various inspectorates concerned; 

- rationalising registration Inotification requirements'^. 



5.4 Interface between 5.4.1 
enforcement 
agencies 



5.2.6 



5.3 Appeals and 
onus of proof 



5.3.1 



note of the main requirements concerned is at Appendix 5. A few might be eliminated 
altogether. As to the rest, the ideal aim would be to replace multiple returns to different agencies 
with a single return to a central point. But the requirements differ so widely in nature, impact on 
business, means of enforcement and types of information required that this would be difficult. It 
will be more productive to examine the scope for simplification in related requirement areas. 
(PAYE/NIC, health and safety). And ‘One Stop Shops’ - 6 below - may have a role to play. 
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Chapter 6 Action to cut the burden: 

communications with business 



6.1 We found that in its length and complexity, most Government literature 
on requirements is self-defeating. Managers simply do not have the time to 
absorb the volume of written guidance and instruction showered upon 
them. By contrast, oral (including face-to-face) briefing is often 
appreciated - and more effective. 



6.2 Regulatory agencies must adjust to this reality. The need is for: 

- crisp summaries of the main requirement systems, concisely and 
simply written, focussed on essentials, and telling the small 
businessman where to go for help with detailed queries; 

- short covering notes for detailed material, summarising the contents 
and the key points made; 

- clearly signposted enquiry points inside local and central government 
enforcement agencies; 

- action to spread best practice on cost-effective means of compliance 
relevant to smaller businesses. 



6.3 We recommend immediate steps to: 

- improve literature on health and safety at work and employment 
protection law; 

- improve enquiry facilities (possibly with ‘freefone’ services in the 
light of recent DHSS experience) in the Department of Employment 
Group and local VAT offices; 

- promote the use by small businesses of accounting systems (including 
automated systems) which will help reduce the compliance costs of 
VAT. 



6.4 A centrally coordinated effort is needed across the board to improve 
information/communication on these lines. That will also involve: 

- improving co-operation between enforcement agencies, and 
co-operation with the support services available for small firms inside 
and outside Government (for example, it would be worth 
experimenting with ‘page displays’ in telephone directories 
(including Yellow Pages) identifying enquiry points in the relevant 
local offices of each main enforcement agency); 

- preparing simple ‘starter packs’ to give newly established businesses 
(and/or new employers) a bird’s eye view of all the main requirements 
likely to affect them; and 

- experiments with ‘Help Line’/‘One Stop Shop’ services. 



6.5 



A ‘One Stop Shop’ is essentially a single enquiry point at which small 
businesses can get: 



basic information on Government requirements; 

quick and accurate referral to relevant enforcement agencies for 
specialised help; and 



/i 






IW 






(subject to resource constraints) an advice/representation service 
help them deal with the agencies on compliance problems. 
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6.6 We recommend action to encourage local authorities to develop facilities 
offering all three of these services in respect of locally enforced 
requirements. 

6.7 Advice on central Government requirements is already available from 
(inter alia) the DTI Small Firms Service and the Local Enterprise 
Agencies, as part of their wider support for small businesses. Appendix 7 
recommends a pilot project to test ways of achieving more, by: 

- improving ‘basic information’ (6.2 above) and ‘referral’ facilities; 

- strengthening liaison with Job Centres (the most extensive network 
of enquiry points for small businesses ‘on the ground’); and 

- using existing ‘clinic/counselling’ techniques, to provide positive 
guidance and support on requirement problems. 
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Chapter 7 



7.1 General 



7.2 Monitoring and 
control 



A strategy for the future 



7.1.1 Regulatory burdens must be tackled across the board if they are to be cut 
to stimulate enterprise and employment. Much of the problem derives 
from the cumulative impact on businesses (large as well as small) of 
requirements which in isolation may seem reasonable in aim and modest 
in the burdens they impose. 

7.1.2 The first step must be a centrally coordinated drive to follow up the 
options for action we have identified on the scope and content of existing 
requirements; on their enforcement; and on communications between 
business and Government about them. Chapters 4-6 of this Report 
provide a starting point; set the issues in a wider framework, and outline 
the basis for a strategy on the problem as a whole. 

7.1.3 Three further elements in such a strategy should be action: 

- to monitor and control the burden as a whole; 

- to strengthen the business voice in regulatory decisions; and 

- to tackle requirement problems in the European Community. 

7.2.1 New disciplines are necessary, extending to compliance costs the 
principles of economy and efficiency in resource use which underline the 
Government’s Financial Management Initiative. Action to develop such 
disciplines would fit logically into the wider policy framework outlined in 
Cmnd 8616, key elements of which are critical scrutiny of ‘the continuing 
need for [Government] activities, functions and policies, as well as their 
costs’; and the control of ‘total costs, not simply . . . annual cash flow’. 

7.2.2 Because regulatory burdens cannot easily be measured or compared 
(2.3.4above and 7.1-2 of Appendix 1), attempts to set quantified targets 
for compliance cost control and/or annual limits on the volume of new 
regulation are unlikely to be productive. A more effective approach, 
taking account of experience overseas^ will be to require: 

- a structured analysis of each new regulatory proposal to be prepared 
and published by the initiating agency concerned: including a 
systematic assessment of its impact on business enterprise; 

- critical scrutiny of the proposal (in particular of the ‘Impact 
Analysis’) by a small taskforce in central Government with real 
teeth; and 

- overviews by the task force of (i) regulatory proposals ‘in the 
pipeline’ and (ii) the scope for eliminating/simplifying/rationalising 
existing requirement systems. 

7.2.3 The scope and nature of the ‘Impact Analysis’ technique is outlined at 
Appendix 9. It is no panacea, as US experience confirms. But it is a useful 
discipline, provided - the essential point - that its application by 
regulators themselves is independently monitored and controlled. 

7.2.4 The central task force should consist of two or three people at most, 
ideally including people with practical business experience as well as Civil 
Servants. 



‘Appendix 8. Regulatory burdens on business are now a matter of concern in several advanced 
countries. In the United States, Germany and the Netherlands, deregulatory initiatives have 
received substantial political impetus. 
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7.2.5 Parliament could powerfully reinforce action inside Government by: 

- scrutinising the compliance cost implications of proposed new 
requirements (including the draft EC legislation submitted to the 
European ‘Scrutiny Committees’); 

- reviewing - and recommending steps to rationalise - existing 
requirements, including the accumulated mass of secondary 
legislation. 

As the CBI have proposed, these could be important jobs for a Select Committee 
(or Committees). 

7.3 Strengthening the 7.3.1 We recommend action to strengthen business/small firm representation 
business voice on the Health and Safety Commission, the Building Regulations 

Advisory Committee, certain committees of the British Standards 
Institution, and the Industrial Injuries Advisory Council. We also 
recommend that regulatory Departments should review and strengthen 
their arrangements for consultation with the small business organisations 
identified in Appendix 4. 

7.3.2 But the central aim should be to bring regulators into direct contact with 
small businesses ‘on the ground’. That can best be achieved through field 
work of the kind we ourselves undertook. We recommend that, within the 
framework for compliance cost control outlined at 7.2.2, regulatory 
Departments should: 

- select specific requirements (or specific aspects of requirements 
systems) as priority candidates for a ‘compliance cost review’; and, 
as the first step in the review: 

- examine the impact of the requirement on small businesses (or the 
prospective impact, in the case of proposals in the pipeline) by 
arranging for administrators concerned to interview the largest 
achievable sample of managers, on their own premises and on the 
basis of a structured questionnaire. 



7.4 EC Dimension 
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7.4.1 The European Community is now a major source of new requirements 
affecting United Kingdom business - and of change in our existing 
regulato ry arrangement s . 

7.4.2 Action at Community level is therefore a necessary element in a strategy 
on the regulatory burden. The need is to increase Community awareness 
of the burden, and of the contribution a determined attack on it can make 
to employment and efficiency in all Member States; and to secure 
agreement on the need for action at Community as well as national level. 

7.4.3 Action on these lines would reinforce three important strands in current 
EC thinking: 

- the growing recognition in most Member States of the importance of 
small and medium sized enterprises for employment and growth; 

- the need to create new jobs on a sound (and internationally 
competitive) basis; 

- the need to remove barriers - including regulatory barriers - to the 
free movement of goods and services within the internal market. 

7.4.4 We recommend that the issue should be raised with our Community 
partners, with a view to seeking agreement that: 

- a clear focus of responsibility is needed within the Commission itself 
for action to control the burden of regulation, particularly as regards 
the scrutiny of Commission proposals before presentation to the 
Council; 
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- the first priority in work on Directives and other instruments 
affecting business should be proposals which will help develop a 
dynamic, wealth-and-employment-creating industrial base in the 
Community as a whole. 
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Appendix 1 Scope and method of work 



1 Scope 1 • I Our terms of reference are at Annex A. 

1.2 The purpose of the scrutiny has been to tackle compliance costs; not to 
reduce the burden for enterprises or individuals of taxation, rates or 
national insurance. So we have only been concerned with the levels of tax 
and NIC, and with the distribution of the tax/contributions total, to the 
extent that some of the options for action on compliance costs which we 
have identified have implications in these areas. 

1 .3 We have had limited time in which to examine large and complex areas of 
Government policy. We have concentrated on requirement systems which: 

- affect firms in more than one sector; and 

- are identifiable in the light of our field work as presenting particular 
problems, either because they are relatively frequently complained of 
by business management; or because, though less frequently 
mentioned, they can raise substantial problems in a minority of cases. 

1.4 Such requirement systems are of two main kinds-those which make 
business: 

a collect taxes, pay benefits and provide statistics on Government’s 
behalf: the most significant areas identified in our field work being 
VAT, PAYE/NIC, and Statutory Sick Pay; 

b comply with various ‘protective’ rules for the benefit of the general 
public, employees, consumers, other traders and shareholders; the 
most significant areas identified in our field work being planning 
requirements; fire and building regulations; employment protection 
law (notably on ‘unfair dismissal’); Wages Councils; health and 
safety at work legislation; and company and consumer law. 

1.5 Two significant systems lay outside the scope of the scrutiny - the 
requirements affecting the preparation and marketing of food for which 
the Ministry of Agriculture, Fisheries and Food is responsible; and 
requirements affecting freight transport by road for which the Department 
of Transport is responsible. 

2 Small businesses 2.1 Our terms of reference put the primary emphasis on compliance costs 

borne by small businesses. 

2.2 In 1 97 1 the Bolton Committee identified ‘small firms’ in manufacturing as 
those with up to 200 employees; and small firms in the service industries 
as those with turnovers in a range, varying by sector, from around 
£300,000 or less to around £1 million or less (at August 1983 prices). 

2.3 In the early stages of our work a distinction emerged between businesses at 
the upper and lower ends of these ranges. Broadly, the bigger a ‘small’ 
business is, the better placed it tends to be to cope with Government 
requirements: partly because it can afford - and for its own reasons is 
anyway likely to employ - specialised management with adequate staff 
support; and partly because - though this cannot be quantified - 
compliance costs may often become less significant, relative to profits and 
turnover, as business size increases. 

2.4 We have been especially concerned therefore with the impact of 
Government requirements at the lower end of the ‘Bolton’ spectrum - for 
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3 Methods of work 



4 Interviews with small 
businesses 



5 Consultancy survey 



6 Business organisations 

7 Measurement of 
compliance costs 



example on businesses with employment of 50 or fewer; and in the service 
sector, with turnovers of £150,000 or less. 

3.1 The scrutiny is founded on field work with business interests, and 
discussions with the central and local government agencies responsible for 
the requirement systems we have examined. 

3.2 Our key input from outside Government has been: 

- our interviews with managers of small businesses; 

- an independent survey undertaken for us by management 
consultants; 

- interviews with, and written material from, business organisations. 

4.1 We have interviewed 85 business managers, normally on their own 
premises, in small firms in all the main regions (and a few in Scotland and 
Wales). Our sample, though imperfect, gave us a reasonable spread of 
sectors in manufacturing and services (mainly retail distribution); and of 
sizes within the ‘Bolton’ limits. A note on its selection and structure, and 
on the interviewing methods adopted, is at Appendix 2. 

4.2 The assessments derived from this part of the field work were of central 
importance in the scrutiny. By their nature, compliance costs cannot 
readily be quantified or compared across the field we have examined; nor 
have most business managers attempted a thorough evaluation of them. 
For these reasons, discussions in depth with management ‘on the ground’ 
were necessary to establish the nature of the problem. 

5.1 Asa control on our own field work, we commissioned Research 
Associates Ltd to undertake a survey of attitudes to Government 
requirements in small businesses. 

5.2 This was desirable for three reasons: 

- the qualitative data derived from our own interviews were not readily 
susceptible to statistical analysis; 

- we anyway wanted data from a larger sample of small businesses than 
we ourselves were able to approach directly, and data on attitudes in 
sectors under-represented in our sample (particularly one-man 
businesses and service trades); 

- we wanted to correct any distortions arising from the ‘prompting’ 
inherent in our interviewing technique. 

5.3 The consultants’ report is at Appendix 3. It paints a picture in greater 
breadth than our field work but in less depth. Subject however to a few 
differences of detail, its conclusions are consistent with those we drew 
from our own interviews. 

6.1 At Appendix 4 is a note of the main business organisations which 
contributed to the study; together with a summary of their main points. 

7.1 Compliance costs are difficult to measure. In theory, quantification is 
easiest in the tax/benefit area, where it should be possible to identify the 
resources used by business on routine administration of the systems 
concerned. This has been attempted in recent academic research on VAT 
and PAYE. But the results must be treated with caution. And outside the 
tax/benefit field the nature of the requirements we have examined and the 
kinds of cost they impose vary so widely that it is not possible to quantify 
their effects. 

7.2 Nor, for the same reason, have we tried to rank requirements 
comprehensively by ‘degree of onerousness’ (though the consultancy 
survey casts some light on small firms’ perceptions in this area). 
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Annex A 


Terms of reference 




‘To review, within the framework of Government policy on taxation and public 
expenditure, the burden imposed on business by administrative and legislative 
requirements of central and local government, with particular reference to 
smaller businesses; to ask: 

- what are the areas in which reductions in compliance costs would make the 
biggest difference to business, especially to small firms; 

- what are the main obstacles to securing a substantial reduction in these 
costs; 

- what areas of regulation should be amended; 

- how compliance costs should be monitored and kept under control.’ 
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Annex B 



Scrutiny officers 



N P Brecknell (Team Leader) 
G C Riggs 
J M Whitlock 
M K Brenchley 
R K Harrison 
D R Instone 
W L Parker 
J H Reed 

Mrs E C Somerville 



Department of Trade and Industry 
Department of Trade and Industry 
Department of Trade and Industry 
Home Office 

Department of Employment 
Department of the Environment 
HM Customs & Excise 
Inland Revenue 
Department of Health and 
Social Security 
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Appendix 2 Field work with small 

businesses 



1 Team members carried out over 100 interviews with small business managers 
and organisations such as enterprise agencies, managed workshops and 
accountancy practices closely concerned with the problems faced by small 
firms. About 85 of these interviews (there are some problems of definition at 
the margin) were with managers of small businesses proper and an analysis of 
these 85 by sector, employment and turnover is contained in charts 1 and 2. 

Selection of the 2 The team sought the assistance of the DTI regional offices and their small 

sample firms centres to arrange a programme of visits in each of the English regions 

outside London and the south east. All arranged programmes covering six to 
eight small firms or other organisations. These regional interviews were 
carried out by members of the team in groups of two or three over two 
successive weeks, thus ensuring that each team member visited at least two 
regions. 

3 Further interviews were carried out by team members, usually individually, 
with firms selected from lists provided by the CBI, the Association of British 
Chambers of Commerce and the National Chanber of Trade, and with 
contacts from other sources. These interviews included several with firms in 
Wales; and onemember of theteam also carried out a two-day programme in 
Scotland arranged by the Industry Department for Scotland. 



Chart 1. Team interviews— 85 firms: breakdown by sector and status 



SECTOR 



STATUS 







TITLES 


VALUES 


% 










■ 


Manufacturing 


45 


52.9 




TITLES 


VALUES 


% 




Retail 


21 


24.7 


■ 


Companies 


65 


76.5 




Other Dist 


7 


8.2 




Proprietorships 


7 


8.2 


■ 


Other Serv 


10 


11.8 




Partnerships 


8 


9.4 


1 1 
20 


Construction 


2 


2.4 


■ 


Not Recorded 


5 


5.9 
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Chart 2. Team interviews-85 firms: breakdown by turnover and employment 



TURNOVER 



EMPLOYMENT 




TITLES 


VALUES 


% 


TITLES 


VALUES 


% 


■ Up To flOOK 


12 


14.1 ■ 1-2 


7 


8.2 


ii £101-250K 


15 


17.6 


I 3-5 


15 


17.6 


P £251-500K 


9 


10.6 1 


1 6-10 


11 


12.9 


B £501-750K 

mviVi 


7 


8.2 1 


1 11-20 


16 


18.8 


M £751K-1M 


10 


11.8 1 


i 21-50 


22 


25.9 


^ Over £1M 


19 


22.4 1 


1 51-100 


7 


8.2 


1 1 Unknown 


13 


15.3 □ Over 100 


7 


8.2 



4 In addition individual team members visited a number of further 
organisations with interests relevant principally to the work of a single 
Department. 



Interviewing methods 5 Most interviews with firms were held with the managing director or 

equivalent, and lasted on average about li hours. Before the interviewing 
programme began, the team drew up a questionnaire (reproduced on page 22) 
as a framework around which to structure the interviews. It was not normally 
given to the person interviewed. 

6 Although the interviewing technique varied somewhat, typically a member of 
the team would begin by outlining the broad purpose and subject of the 
scrutiny and seeking some essential basic information about the firm. The 
person interviewed was then asked to comment without further prompting on 
what he or she saw as the major ‘burdens’ affecting the business. Any points 
made were followed up and probed further as necessary, after which any 
remaining points from the questionnaire were run through. 

7 All those interviewed were assured at the outset of strict confidence. 
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Questionnaire used in team interviews with small 
businesses 

DATE OF INTERVIEW: 

NAME AND ADDRESS OF BUSINESS: 

PHONE NO AND CONTACT: 

PROPRIETORSHIP/PARTNERSHIP/COMPANY/OTHER: 

NATURE OF BUSINESS: 

NO OF EMPLOYEES NOW: 

NO OF EMPLOYEES A YEAR AGO: 

ANNUAL GROSS TURNOVER NOW: 

ANNUAL GROSS TURNOVER A YEAR AGO:, 

MAIN CUSTOMERS 

a) general public 

b) big businesses 

c) small businesses 

d) local authorities 

e) Government bodies 

f) Others 

HOW LONG HAS THE BUSINESS EXISTED? 

WHAT WERE YOU DOING BEFORE YOU STARTED RUNNING THE 
BUSINESS? 

DO YOU MAKE REGULAR USE OF AN OUTSIDE 
ACCOUNTANT/BOOKKEEPER? 
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BURDENS ON BUSINESS 

We are looking for ways of reducing the burden of government regulations on business, especially on small 
businesses. 

We want to learn from businessmen themselves which regulations cause most problems and why. 

We would like to ask the following questions. Your answers will be treated in strict confidence. 

1 PAYE, VAT, NIC, SSP 

1.1 P AYE INI C 

1.1.1 How many employees do you have for whom your firm operates PAYE/NIC (if your firm is a 
company please count directors as employees)? 

1.1.2 Is the PAYE/NIC 

i. Calculated by you or your staff from the tax and national insurance tables? 

ii. Calculated by computer or machine by you or your staff? 

iii. Calculated by someone else (eg a bureau or an accountant who handles the payroll)? 

1.1.3 How long does it take you or your staff each week or month to calculcate PAYE/NIC and what costs 
are there (eg payments to someone else)? If this cannot be separated from the whole payroll operation, 
how long does that take and how much does it cost? 

1.1.4 How much (if anything) would it save you if the national insurance tables and the taxable pay tables 
were combined so that you could look up the employee’s pay and find one figure showing the total amount 
of PAYE and NICs payable? 

1.1.5 How long does it take and how much does it cost to complete the end of year returns for PAYE and 
NICs? 

1.1.6 When, if ever, did you last receive a visit from a civil servant looking at your PAYE or NICs 
records? Which did he (or she) look at? How long did he take? How much time did you and your 
employees spend talking to him? What was the outcome of his visit? Was he helpful? Any comments on 
the visit? 

1.1.7 Did you find it difficult when you first employed someone or had to operate PAYE/NIC? When was 
this? What were the difficulties? Do you have any suggestions to make it easier for new employers or for 
existing employers? 

1.1.8 Any other difficulties with PAYE/NIC or the PHD form (expenses)? 

Self-employment 

1.1.9 Have you ever had any disagreement with the DHSS or the Inland Revenue about whether you were 
employed or self-employed? If so, what happened? 

Sub-contractors in the construction industry 

1.1.10 Do you ever employ sub-contractors in the special ‘714’ scheme? If so , are there any difficulties? 
General 

1.1.11 Do any other Inland Revenue taxes (eg tax on business profits) cause you any difficulties? 

1.1.12 Has a Collector of Taxes been in touch with you, or visited you, because he thinks you have not 
paid your tax? Was he right? How much time did you spend dealing with him? Do you think his actions 
were reasonable? 

1.1.13 Do you get adequate information from the Inland Revenue telling you what you are meant to do? 
Is it easy to understand? Do you find it difficult to get advice from them? 

1.1.14 Any other comments? 
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1.2 VAT 

1.2.1 Are you registered for VAT? 

1 .2.2 Do you employ/hire someone to make your VAT return and keep your books? If so, at what cost? 
Or do you do the job yourself? If so, how long does it take? 

1.2.3 Do you find any aspects of the VAT recording requirements especially troublesome? 

1.2.4 Have you used Customs’ published literature to help you cope with VAT? If so, was it helpful? 
Have you sought information or advice from Customs by telephone, or from a visiting VAT officer? Did 
you get what you wanted without difficulty? 

1.2.5 Have you been visited by a VAT officer? If so when? How frequently? Any comments on the 
inspection system? 

1.3 SSP; Statistics 

1.3.1 Problems with SSP"? 

1.3.2 Problems with Government Statistical Surveys? 

2 Employment Law 

2.1 Employment Protection 

2.1.1 How have you been affected as an employer by employment protection law eg on unfair disrnissal? 
On redundancy payments; on other matters? How did you find out how the employment protection law 
affects you? 

2.1.2 Have you had direct dealings with ACAS? If so were you satisfied with their service? 

2. 1 .3 Have you had direct experience of an Industrial Tribunal case? If so, how much time did it take for 
you or your staff? Were you satisfied with the procedures, and the outcome? 

2.1.4 Have you been affected as an employer by the laws on equal pay? Equal Opportunities? The 
disabled? Or by an Industrial Training Board? A Wages Council? 

22 Health and Safety 

2.2.1 Have you had to make changes in premises, equipment or working methods to meet health and 
safety at work regulations? If so, do you think they were sensible changes? How much did they cost? 

2.2.2 How do you find out about health and safety requirements? By using HSE publications for 
employers? If so, were they helpful? Have you sought information or advice in any other way? Did you get 
what you wanted without difficulty? 

2.2.3 Have you been visited by a Factory Inspector or a local authority Environmental Health Officer? If 
so, when was the last visit? How frequent are the visits? Any comments on the inspection system? 

3 Planning, building, fire prevention etc 

3 . 1 Has your business had dealings with a local authority onplanning permission? Building Regulations? 
Fire Prevention regulations? Pollution controls? If so, were you required to do things you would not 
otherwise have done? Did you think the requirements were sensible? 

3.2 How did you find out about planning etc requirements? Have you been visited by or in touch with 
local authority officials about them? Any comments on these contacts? 

3.3 Did you pay a professional adviser to help you deal with planning/building/fire prevention 
regulations? If so, how much did this cost? 

4 Trading standards, Company Law etc 

4.1.1 Has your business had dealings with a local authority trading standards department? If so, when? 
How much time did this take for you or your staff? Were you satisfied with the procedures, and the 

outcome? 
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4.1.2 Is your business affected by requirements on product labelling or on other aspects of advertising or 
sales promotion? On product safety? On consumer credit? On weights and measures? 

4.1 .3 If so, do you think the requirements are sensible? Has it cost you anything to comply with them? 
How did you find out what they are? 

4.2 'Whsit accounts do you produce? Are thty audited and if so at what cost? Do you send annual accounts 
etc to the Companies Registration Office? Are you happy with the law on audit and accounts for limited 
companies? 

5 General 

5.1 Looking at the various requirements as a whole, how serious a burden are they in relation to other 
business problems? Would you be able to employ more people if the burden was reduced? If so, why? 

5.2 Which requirements cause you most trouble? Which would you most like to see changed? How? 

5.3 Do you think the requirements sensibly together? Do any overlap or conflict with one another? 

5.4 Do visits to your premises by inspectors and other officials cause problems? Do you think there are 
too many visits? Could they be better coordinated? Would you suggest any other changes? 

5.5 Do you find it easy to get information and advice about requirements? From publications? From 
contacts with central government or local authority offices? From visits from inspectors? Should the 
present arrangements be improved? If so how? 
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Appendix 3 Attitude study on Government 

requirements affecting small 
businesses 
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Management xhis study assesses the administrative burdens on small firms arising from 

overview of the Government requirements, 

research findings 

The method was interviews throughout the UK with a quota sample of 200 small 
firms representing all main size and activity categories nationally. 

Although burdens on small firms from central and local government 
requirements are not serious in relation to other business problems, their effect 
is significant. 

The most frequently mentioned requirements causing burdens on small business 
are in order - VAT, employment protection, Government statistics, local 
authority planning, employed/self-employed tax treatment, sick pay, PAYE, 
health and safety, local authority building and environmental regulations. 

Respondents were asked whether Government requirements had influenced 
them at any time whether to take on more staff or drop staff off. A quarter of the 
sample reported an unfavourable effect on jobs due to Government 
requirements. 



Objectives and The objectives of this programme of research on small firms 

method of the 

research programme This study of the burdens on small firms was commissioned to provide specific 

data to assist with a wider scrutiny. 

This research was commissioned as part of the scrutiny of administrative and 
legislative requirements of small firms. 

The terms of reference of the study were- 

‘To secure the best possible assessment of; 



1 Which administrative and legislative requirements of central and local 
government impose the heaviest burdens (‘compliance costs’) on small firms; 

2 Why and how the burdens arise; 

3 The impact of the burden as a whole, in relation to other constraints on the 
creation and growth of small firms; 

4 The level of compliance costs, in any areas of regulation in which costs are 
quantifiable.’ 

The method and sample used in this programme of research 

One hundred face-to-face extended executive interviews at senior level guided by 
a piloted schedule, and one hundred similar telephone interviews. 

On hundred extended face-to-face and 1 00 telephone interviews were carried out 
with 59 sole traders, 26 partnerships, 106 limited companies and 9 public 
limited companies. 

All interviews were with chief executives and/or competent senior managers. 
Face-to-face interviews lasted about one hour and telephone interviews about 
twenty minutes. 
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Business good or 
bad - small firms 
views unprompted 



A quota sample was designed with the aim of achieving as far as possible an 
equal number of interviews in each of the areas below. The interviews in the 
areas italicised were carried out face-to-face and in the areas not italicised 
telephone interviews were carried out. 

Glasgow and environs, Scotland outside Glasgow and environs, Belfast, North 
East, Bradford/Leeds, North West outside Liverpool/Manchester, Liverpool, 
Manchester, Midlands other than Birmingham, Birmingham, East Anglia, 
LondonIHome Counties - North, London Metropolitan - North, London East 
End, London Metropolitan - South, Home Counties - South., Bristol, Brighton 
and South Coast, Newport Wales and environs, Wales outside Newport and 
environs. (Face-to-face interviews are italicised.) 

Details of the quota sample design and the achievements against target are set 
out below. 



In each of the geographical areas above interviewers were required to fulfil a 
sample often interviews spread in a pre-determined fashion across four size and 
five industry categories. See also Annex B — Reasons for the selection of the 
sample size. A typical quota follows. 



Liverpool 



Number in 


Retail 


W/S 


Other 


Construe 


Manufac 


Total 


firm 






Services 








1 


1 




1 




1 


3 


2-10 




1 




1 




2 


11-50 


1 




1 




1 


3 


51-200 




1 




1 




2 


Total 


2 


2 


2 


2 


2 


10 


The total achievement of all the quotas is now 


set out. 






Number in 


Retail 


W/S 


Other 


Construe 


Manufac 


Total 


firm 






Services 








1 


10 


9 


11 


9 


9 


48 


2-10 


11 


10 


11 


13 


10 


55 


11-49 


8 


12 


10 


10 


10 


50 


50-199 


9 


9 


9 


10 


10 


47 


Total 


38 


40 


41 


42 


39 


200 



As results came in they were tabulated in sets of fifty and results compared for all 
questions. A very close match indeed appeared across each set of fifty for all the 
questions asked in the survey. A demonstration page of tabulations appears in 
Annex B - Reasons for the selection of the sample size. 



36% of firms find business good - reasons for this judgement 



Replies to questions about whether business is good or bad reveal significantly 
favourable impact of government activity on small firms. 

Firms interviewed had been told that the purpo se of the interview was to discuss 
the effect of central and local government requirements on small businesses. In 
this context they were asked 



How is business? 
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What is making business good for you? 
What is making business bad for you? 



Individual effort and good demand are proposed by firms as the main reasons 

for business being good. There is also significant mention of the effects of 

government. This is a record of the first issues mentioned. 

33% Ejfort Hard work (15), Reputation (5), Good personal service, Good 
sales force, Expanding in South, Lot of small companies setting up and 
expanding. Wider range of services now offered. Growth or getting 
known. Interest in the creation of jobs. Independent company 

23% Demand Demand (4), Consumer spending (2), Supply to OEM’s, 
Demand from aerospace/defence industry, State of property market, 
Export - low pound, Approaching Christmas, Economy, When mortgage 
rate is low. More sales, increased trade. Sterling exchange rate. Expanding 
market. Business good when people in work, This trade does not fluctuate 
very much. Just depends on work available 

10% Product Good products (7), Niche and booming market. Right 
commodities at right price 

10% Government Fire regulations, LA building regulations, Garden 

Festival, government sponsorship. Repair grant scheme has meant 30% 
increase in number employed. If Government unleash money, 
Government grants. Fall in inflation has helped 

2% Area Affluent area, Position off town centre 

22% Others Nothing (9), Weather/seasonal factors (3), Not getting rich but 
have my freedom. Good marketing, technical manuals. Time lost, hassle. 
Goodwill due to re-acquisition of previous family business. Don’t know 



18% of firms find business bad - reasons for this judgement 

Government activity reported as third to overall business climate and 

financefcosts as reasons for business being bad. Analysis of first mentions. 

29% Business climate Level of unemployment and economic climate (3), 
General condition of country (3), Coal strike (2), Low demand, Delay in 
expenditure due to strike. Miners’ strike -lost early morning trade. Threat 
of cheaper supermarket milk, Miners’ strike - delaying NCB orders. 
Effect of low spending power on retail trade. Unemployment and general 
cash availability, If there is no school, trade is bad. General uncertainty 
and caution. Many nearby firms closed down. Lack of investment in the 
UK, £ affects imports. Lack of orders, Recession in the building industry. 
Recession in general. Rely on LA maintenance work only, Business now 
more competitive 

20% Finance/costs Cash flow problems (7), Overhead costs (3), Cut throat 
pricing, (2), Cash available to invest in stock, Rising costs. Lack of 
capital. Low inflation means that interest rates are now area/ cost. Getting 
known requires a lot of money 

15% Government Sunderland department of planning, Liverpool neglected 
by government. Rates bad, Unrealistic approach of LA to awarding 
contracts. Importing from Far East, Difficulties in import paperwork. 
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Mention frequency 
and seriousness 
of the burdens 



VAT increase in summer, Non-availability of improvement grants in 
Brighton area. Withdrawal of grant for refurbishment, Inconsistencies in 
borough planning requirements, Government control on interest rates, 
VAT, Punitive early tax, High rates, High interest rate on loan from SD A 

9% Area Unemployment, lots this area (2), No money in Liverpool, People 
work in Liverpool, but live outside. State of Merseyside, Recently changed 
location, Area not very ‘arty’, Location - too much competition 

8% Competition Competition (4), Competitive prices. Competition 

exploiting change of ownership, More competition by firms moving down 
into the market 

19% Others No problems (5), Seasonality (2), Being a medium-sized 

independent. Underestimating the time a job takes to do, Indian export 
quotas on tea. Property shortage. Not enough return for effort. Closing 
down of small shops. Potential sponsors being disinclined to contribute, 
Shoplifting 

Number of mentions and seriousness - unprorapted/prompted 

VAT employment protection, government statistics and LA planning require- 
ments are most often mentioned. 

For each requirement the percentage of respondents mentioning it is shown. 
Shaded responses were unprompted, white responses prompted. Alongside is 
the seriousness index for the total number of mentions of each burden. 

The seriousness index is the sum of the scores out of ten for each burden, 
unprompted and prompted. If, for example, all the two hundred firms thought 
VAT was so destructive in its effect that all gave it ten out of ten for seriousness, 
the seriousness index would be 200 x 10, or 2,000. 

It is interesting that some issues which were not mentioned frequently in the 
early unprompted part of the interviews are more frequently recalled after 
prompting. 

Seriousness index 

VAT 

Employment protection 
Statistics 
LA planning 
Emp/self-emp tx treat 
Sick pay 
PAYE 

Health & safety 
LA building 
Environment 
Fire regulations 
Consumer law 
Company law 
NIC 

Minimum wages 
Restrict trade pract 
Anti-discrimination 
Data protection 
Others 



0 5 10 15 20 25 30 35 40 % 



368 

273 

122 

231 

122 

95 

103 

77 

62 

53 

46 

52 

44 

45 
36 
55 
11 
16 
48 
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The most frequent The main burdens on small firms — by type and size of firm 
burdens— unprompted/ 

prompted Burdens are distributed fairly evenly across different industry sectors and firm 

sizes. (Area variations and age of firm variations were also slight.) 



VAT 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


3 


5 


3 


4 


2 


17 


2-10 


5 


4 


7 


9 


3 


28 


11-50 


2 


5 


4 


4 


3 


18 


51-200 


2 


2 


3 


7 


4 


18 


Total 


12 


16 


17 


24 


12 


81 


Emplmnt 

protection 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


— 


1 


1 


1 


— 


3 


2-10 


4 


1 


3 


4 


3 


15 


11-50 


2 


7 


4 


2 


4 


19 


51-200 


6 


4 


3 


5 


4 


22 


Total 


12 


13 


11 


12 


11 


59 


Stats 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


1 


1 


— 


2 


— 


4 


2-10 


1 


— 


1 


5 


2 


9 


11-50 


2 


2 


2 


2 


2 


10 


51-200 


4 


3 


2 


6 


6 


21 


Total 


8 


6 


5 


15 


10 


44 


LA plan 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


2 


2 


— 


5 


2 


11 


2-10 


2 


1 


2 


3 


1 


9 


11-50 


1 


2 


2 


1 


— 


6 


51-200 


4 


2 


— 


4 


1 


14 


Total 


9 


7 


7 


13 


4 


40 


Emplydf 
s-employed 
tax t’ment 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


— 


3 


— 


4 


1 


8 


2-10 


1 


— 


2 


2 


2 


7 


11-50 


— 


4 


2 


2 


— 


8 


51-200 


— 


— 


2 


3 


— 


5 


Total 


1 


7 


6 


11 


3 


28 


Sick pay 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 




— 


— 


— 


— 


— 


2-10 


— 


1 


1 


— 


2 


4 


11-50 


1 


3 


1 


2 


1 


8 


51-200 


1 


3 


4 


3 


5 


16 


Total 2 7 6 
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5 


8 


28 



PAYE 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


— 


1 


1 


— 


— 


2 


2-10 


— 


— 


— 


1 


1 


2 


11-50 


— 


1 


3 


3 


4 


11 


51-200 


2 


— 


2 


2 


4 


10 


Total 


2 


2 


6 


6 


9 


25 



Health & 
Safety 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


— 


— 


— 


3 


1 


4 


2-10 


— 


1 


1 


— 


2 


4 


11-50 


1 


3 


— 


2 


— 


6 


51-200 


— 


1 


2 


4 


2 


9 


Total 


1 


5 


3 


9 


5 


23 



LA build 


Retail 


W/S 


Other 

Services 


Construe Manufac 


Total 


1 





— 


— 


2 


2 


2-10 


1 


— 


3 


2 


6 


11-50 


— 


3 


1 


1 


5 


51-200 


— 


1 


1 


1 


3 


Total 


1 


4 


5 


6 


16 



Envirnmt 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


— 


1 


— 


— 


— 


1 


2-10 


— 


— 


2 


— 


— 


2 


11-50 




1 


— 


1 


1 


3 


51-200 


2 


1 


1 


1 


2 


7 


Total 


2 


3 


3 


2 


3 


13 



Remainder 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 


1 


2 


1 


1 


— 


5 


2-10 


5 


— 


3 


2 


2 


12 


11-50 


4 


11 


4 


4 


4 


27 


51-200 


7 


5 


5 


3 


5 


25 


Total 


17 


18 


13 


10 


11 


69 


Others 


Retail 


W/S 


Other 

Services 


Construe 


Manufac 


Total 


1 

2-10 




— 


— 


_ 


1 


1 


— 


1 


— 


1 


1 


3 


11-50 


1 


— 


1 


— 


1 


3 


51-200 


1 


1 


2 




2 


6 


Total 


2 


2 


3 


1 


5 


13 
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The main burden - VAT - the most frequent burden - unprompted/prompted 
unprompted and 

prompted Seen as quite serious, with unfavourable associations. Expense fairly high - time 

significant. Flexible treatment and specific clarifications wanted. 



78 mentions out of 200 firms 
Average seriousness score 4.7 out of 10 




Rating 




m 

10 



19 Time consuming (3), unpaid tax collectors (3), unnecessary (3), tedious 
(2), waste of time (2), serious (1), damaging (1), onerous (1), unreasonable 
(1), costly (1), time lost(l) 

9 Annoying (5), high handed (1), unfair (1), boring (1), disheartening (1) 

8 Useful (1), compensating (1), small problem (1), fair (1), normal 
bookkeeping (1), makes you keep good accounts (1), discipline (1), 
necessary evil (1) 

8 Ridiculous (1), wicked (1), greed (1), wanton (1), petty (1), diabolical (1), 
abolish (1), obscene (1) 

3 Complex (1), want a clear ruling (1), cumbersome (1) 

5 Others unfortunate (1), short sighted (1), misdirected (1), unjust (1), cash 
flow problem (1) 





Unprompted 


Prompted 


Cash expanse - average over five year period 


£19,414 


£13,346 


Manager days - average over five year period 


127 


75 


Others’ days - average over five year period 


75 


119 



The cost/time evaluations mean a significant proportion of a firm’s resource is 
used on VAT including a surprising amount of management time. However, 
122 did not mention the requirement even when prompted. 

The character of the burden - seen as needing management attention because of 
cash flow consequences. It is seen as unlikely to change. Cash expense is fairly 
high. Few see the internal discipline useful. 

Business men feel this burden could be reduced by changing the payment 
frequency, more flexibility and other measures to help cash flow. Specific 
problem areas are technical manuals, clothing, property and building work. 

Research Associates’ conclusions about the burden of VAT are that it is 
generally tolerated and accepted, but is heavy, especially for a very small firm. 
However, in relation to a firm’s total business problems, VAT is not of first 
importance. 
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Employment protection - second burden - unprompted/prompted 

Seen as quite serious, a bit unfair, with a few unfavourable associations. 
Expense - quite high, time -significant. Simplify and change some rules. 



58 mentions out of 200 firms 
Average seriousness score 4.7 out of 10 



60 r 




o 

c 

CD 

Z3 

cr 

0 

v_ 

LL 



50 
40 1- 
30 
20 
10 
0 



0 




1 2 3 4 5 6 



Rating 





fT.'TTI 

10 



4 Impractical (2), unhelpful (1), anti (1) 
3 Annoyed (2), worry (1) 

3 Biased (2), doctrinaire (1) 

2 Unfair (1), unjust (1) 

2 Out of pocket (1), time spent (1) 

1 Others change (1) 



Cash expense - average over five year period 
Manager days - average over five year period 
Others’ days - average over five year period 



Unprompted 


Prompted 


£4,688 


£15,075 


98 


97 


0 


35 



The costitime evaluations again show a high proportion of management time 
spent on this requirement compared to time spent by others in the firm. This 
requirement was not mentioned by 142 firms even when prompted. 



The character of the burden - seen as unnecessarily worrying, causing firms to 
keep inefficient staff or face anticipated heavy penalties in cost and time if staff 
sacked. Holding jobs for pregnant women causes some concern. 



Business men feel this burden could be reduced by simplifying the rules ancT^x 
reducing the length of written instructions and information. Tribunal procedure 
should be less forbidding. 



Research Associates’ conclusions about the burden of employment protection 
legislation are that it is serious for a few firms. A hidden effect stops small firms’ 
taking on additional staff which they would otherwise do . Replacing low quality 
staff has become a significant problem. 
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Statistics - third most frequent burden - unprompted/prompted 

Seen as not serious, with few but unfavourable associations. Expense fairly 
low - time taken is fairly small. Fewer, composite forms are suggested. 



42 mentions out of 200 firms 
Average seriousness score 2.9 out of 10 




>• 

o 

c 

<D 

13 

CJ 

0 

LL. 




Rating 



9 



10 



5 Tedious (2), time wasting (3) 

5 Nuisance (1), lots of them (1), vexatious (1), boring (1), frustrating (1) 
3 Unnecessary (1), irrelevant (1), unproductive (1) 

2 Necessary (2) 

1 Inexact (1) 

1 Others imposition (1) 



Unprompted Prompted 
Cash expense - average over five year period £1,727 £2,143 

Manager days - average over five year period 16 13 

Others’ days - average over five year period 1 5 

The costitime evaluations show that little time, although mostly managers’, is 
spent filling in forms for government statistics. The requirement was not 
mentioned by 158 firms even when prompted. 

The character of the burden - seen as of little significance. Although frequently 
mentioned, statistics are an irritation rather than an effect on the running of the 
business. It is becoming less of a problem. 



Business men feel this burden could be reduced by requiring fewer statistics on 
fewer forms. Forms from a single source would cover all requirements less 
frequently and be returned to one central government address. 



Research Associates’ conclusions about the burden of filling in government 
statistical forms are that small firms do not see what use they are and believe that 
central government should act to reduce further the kind and amount of 
information it wants. 
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LA planning - fourth and most frequent burden - unprompted/prompted 

Seen as serious, with unfavourable associations. Expense fairly high - time 
significant. Change councillors' influence, use more able administrators. 



41 mentions out of 200 firms 
Average seriousness score 5.6 out of 10 




> 

O 

c 

0 

ZJ 

cr 

0 

U- 



60 r 

50 
40 I- 
30 
20 
10 
0 



rvT'n 

0 1 2 




Rating 



9 Bureaucratic (2), red tape (2), wasteful (2), inflexible (2), administrative 
problem (1). 

5 Aloof {1), unhelpful (1), powerful (1), lack of co-operation (1), breed unto 
themselves (1). 

5 Incompetent (2), inexperienced officials (1), amateurs (1), inconsistent (1) 
5 Police-like (1), rubbish (1), useless (1), appalling (1), bloody-minded (1) 
4 Aggravation (1), pain in the neck (1), frustrating (1), annoyance (1) 

1 Others at their mercy (1) 



Unprompted Prompted 



Cash expense - average over five year period £23,529 £14,573 

Manager days - average over five year period 49 94 



Others’ days - average over five year period 



23 52 



The costitime evaluations above hide the large amount of time spent infrequently 
on the requirements of Local Authority planning regulations. However, 159 
firms did not mention this requirement even when prompted. 



The character of the burden - seen as arising from complicated inconsistent 
requirements, badly administered, affecting fundamental growth decisions. The 
effect of requirements reduces sales/efficiency - sometimes severely. 



Business men feel this burden could be reduced by lessening the influence of 
councillors and using understanding and decisive administrators who 
appreciate the needs of business. 



Research Associates' conclusions about the burden of LA planning 
requirements are that while infrequent, the nature of the burden presents severe 
problems and demotivation. Compared to some other burdens, firms feel that 
central government could act in this area. 
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Employed/self employed tax treatment - fifth - unprompted/prompted 

Seen as fairly serious, with very few unfavourable associations. Expense fairly 
high - time is significant. Few improvements suggested. 



27 mentions out of 200 firms 
Average seriousness score 4.5 out of 10 



60 r 



50 
g' 40 
I 30 

I 20 



10 

0 



0 1 2 3 4 5 6 

Rating 



8 9 10 



1 Frustrating (1) 

1 Worrying (1) 

1 Totally unproductive (1) 
Others none 







Unprompted 


Prompted 


Cash expense - 


- average over five year period 


£8,438 


£7,234 


Manager days 


- average over five year period 


56 


83 


Others’ days - 


average over five year period 


158 


26 



The costitime evaluations show the sixth largest amount of management time is 
spent on this burden out of all requirements. The requirement was not 
mentioned by 173 firms even when prompted. 



The character of the burden - seen as an anticipated worry with an irritating 
amount of administrative work. Very few firms responded with any views. This 
issue rarely arose. 



Business men feel this burden could be reduced by quicker decisions by the tax 
office and also reducing the requirement for certification by grouping payments. 
Very few views were expressed on improvements. 



Research Associates’ conclusions about the burden of dealing with 
employed/self employed tax treatment are that it is rarely seen as an 
administrative issue and the effect on a firm’s operations and strategic decisions 
is negligible. 
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Sick pay - sixth most frequent burden - unprompted/prompted 

Seen as not very serious, very few unfavourable associations. Costs are 
high - time high. The requirement on firms could be eased. 



27 mentions out of 200 firms 
Average seriousness score 3.4 out of 10 




Rating 



4 Bumf (2), pompous (1), bureaucracy (1) 
3 Diabolical (1), imposition (1), liberty (1) 
Others none 





Unprompted 


Prompted 


Cash expense - average over five year period 


£30,000 


£4,638 


Manager days - average over five year period 


150 


16 


Others’ days - average over five year period 


75 


20 



The costitime evaluations show a large amount of management time is spent on 
this requirement. However the requirement was not mentioned by 172 firms 

even when prompted. 



The character of the burden - seen as affecting cash flow because of timing of 
payments. Very difficult to understand the requirement. The amount of work 
involved is seen as increasing as records accumulate. 



Business men feel this burden could be reduced by passing much of the work 
back to the DHSS or paying firms for doing the work or for the government to 
pay sick pay direct. The requirement could be made easier to understand. 



Research Associates’ conclusions about the burden of dealing with sick pay is 
that although acceptable to some firms, many expect the government to act and 
reduce or abolish the requirement, or possibly link it with tax or National Health 

Insurance. 
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PAYE - the seventh most frequent burden - unprompted/prompted 

Seen as not very serious, with few unfavourable associations. Expense quite 
high - time taken is fairly high. Simpler, composite forms are suggested. 

25 mentions out of 200 firms 
Average seriousness score 4.1 out of 10 





60 - 




50 - 
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O 
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40 - 


0 

D 


30 - 


CT 

0 

L- 


20 - 
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10 - 



0 



0 1 



4 5 6 

Rating 



8 



10 



4 Necessary (2), not a problem (1), has to be paid (1) 
3 Annoying (2), frustrating (1) 

3 Deterrent (1), excessive (1), complex (1) 

3 Creates administration (2), time consuming (1) 

2 Unjust (1), unfortunate (1) 

1 Others unpaid tax collector (1) 





Unprompted 


Prompted 


Cash expense - average over five year period 


£15,472 


£2,208 


Manager days - average over five year period 


19 


24 


Others’ days - average over five year period 


108 


117 



The cost/time evaluations represent some management time but most of the 
burden is carried by other staff. However, 175 did not mention the requirement 
even when prompted. 



The character of the burden - seen as generally necessary, and accepted once 
understood. There is some concern about the effect of the PAYE/NIC system on 
cash flow and about increasing complexity. 



Business men feel this burden could be reduced by using simpler forms and 
paying after an employee has been paid, and/or amalgamating PAYE/NIC with 
other pay deductions so that only one payment is made using one form. 



Research Associates' conclusions about the burden of the PAYE requirement 
are that, linked with NIC, it is fairly light and accepted. Few firms raise it 
voluntarily. An irritation - significantly more so than for filling in government 
statistical forms. 



40 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Health and safety - eighth burden - unprompted/prompted 

Seen as not very serious, very few unfavourable associations. Expense fairly 
high - time is significant. Special provisions, more understanding wanted. 



22 mentions out of 200 firms 
Average seriousness score 3.5 out of 10 



60 



g 50 h 
^40 
g 30 
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0 
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Rating 



8 



10 



4 Inflexible (2), ever changing (1), impracticable (1) 

3 Nonsensical (1), slow and obstructive (1), dangerous (1) 
2 Irritating (1), inconvenient (1) 

2 Bureaucratic (1), unnegotiable (1) 

1 Unfair (1) 

1 Others cautious (1) 



Cash expense - average over five year period 
Manager days - average over five year period 
Others’ days - average over five year period 

The cost/time evaluations again show a large amount of management time is 
spent on this requirement. However the requirement was not mentioned by 1 78 
firms even when prompted. 

The character of the burden - seen as clumsily administered with inspectors 
lacking understanding of small firms’ problems. A significant effect on product 
design/cost for exports and constraining on expansion and profits. 

Business men feel this burden could be reduced by special provisions for small 
firms, local advice centres and fairer treatment. Inspectors to be more 
understanding although still effective, using the guidelines not the rule book. 



Unprompted 

£ 10,000 

168 

117 



Prompted 

£9,404 

68 

108 



Research Associates’ conclusions about the burden of dealing with health and 
safety are that legislation is reasonable but application needs to be more flexible 
with special provisions to encourage small firms to expand in initial stages. Big 
firms should not be unduly penalised in consequence. 
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LA building - the ninth burden - unprompted/prompted 

Seen as not very serious, very few unfavourable associations. Costs are 
reasonable - time reasonable. Sympathy, speed, better staff suggested. 



15 mentions out of 200 firms 
Average seriousness score 4.1 out of 10 




>- 

o 

c 

CD 

13 

C7 

CD 

L- 

LL 




Rating 



4 Unintelligent (2), complicated (1), impracticable (1) 
2 Petty (1), unhelpful (1) 

2 Diabolical (1), necessary evil (1) 

1 Accept (1) 

Others none 





Unprompted 


Prompted 


Cash expense - average over five year period 


£8,438 


£1,042 


Manager days - average over five year period 


65 


43 


Others’ days - average over five year period 


125 


14 



The cost/time evaluations again show a significant amount of management time 
is spent on this requirement. However the requirement was not mentioned by 
185 firms even when prompted. 



The character of the burden - seen as similar to planning regulations but less 
difficult to deal with. Speed of decisions is slow and although the rules are set out 
in a book, interpretation is unnecessarily time consuming and costly. 



Business men feel this burden could be reduced by simplifying the regulations 
and making interpretation easier. Local Authorities need to be more 
sympathetic, quicker, employ better quality staff and charge less. 

Research Associates’ conclusions about the burden of dealing with Local 
Authority building regulations are that it is mostly light but for a few firms there 
is too much time and effort spent in dealing with the requirements and Local 
Authorities should improve in the ways mentioned above. 
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Environment - tenth most frequent burden - unprompted/prompted 

Seen as not very serious, very few unfavourable associations. Costs are 
reasonable - time fairly high. More sympathy for special circumstances. 



13 mentions out of 200 firnns 
Average seriousness score 4.1 out of 10 
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Rating 



3 Out of date (1), uninformed (1), stupid (1) 
Others none 





Unprompted 


Prompted 


Cash expense - average over five year period 


£7,500 


£12,350 


Manager days - average over five year period 


75 


42 


Others’ days - average over five year period 


31 


33 



The costitime evaluations again show a fairly high amount of managenient time 
is spent on this requirement. However the requirement was not mentioned by 
187 firms even when prompted. 

The character of the burden — seen as affecting specific issues from time to time 
such as development land, smoke control, asbestos removal, waste and matters 
to do with vehicles. Delay and inconsistency of ruling mentioned. 



Business men feel this burden could be reduced by changmg the gr^n belt 
requirements, allowing Local Authorities to be more flexible - with 
understanding inspectors. An out of court appeal procedure is suggested. 



Research Associates’ conclusions about the burden of dealing with 
environmental regulations is that they affect few firms with special problems, 
but that these problems need more sympathetic treatment by Local 
Authorities - especially their inspectors. 
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The least frequent burdens on small hrms - unprompted/prompted 

Few mentions. Restrictive practices the most serious. Expense and time - little 
profit effect. What could be done -simplify, review the needs. 



11 Fire regulations. Mentions - 12 out of 200, seriousness - 4.7. Total 
expense -£12,150, time - 136 days. Character - rules unnecessarily 
stringent and inconsistent. To reduce burden - quicker decisions, more 
understanding of special circumstances. 



12 Consumer law. Mentions - 11 out of 200, seriousness - 4.7. Total 
expense -£47,000, time - 387 days. Character - mixed views about 
fairness. To reduce burden - very little can be done, mainly greater use of 
common sense in balancing firms and consumer interests. 



13 Company law. Mentions — 11 out of 200, seriousness - 4.0. Total 
expense -£9,000, time - 292 days. Character - Lengthy and complex, 
especially audits and EEC regulations. To reduce burden - simplify and 
re-assure firms about confidentiality. 



14 NIC. Mentions - 9 out of 200 firms. Seriousness - 5.0. Total 
expense -£66,000, time - 433 days, not separated from PAYE. 
Character - unavoidable, few problems raised. To reduce burden - link 
with other payments, such as tax. 



15 Restrictive practices. Mentions - 8 out of 200, seriousness - 6.8. Total 
expense -£150,000, time - 1,125 days. Character - Sunday trading the 
main issue. Only other mentions - newspapers and a toy catalogue. To 
reduce burden - make fairer. 



16 Minimum wage laws (Wages Councils). Mentions - 8 out of 200, 
seriousness -4.5. Total expense -£1,875, time -49 days. 

Character - difficult to find out about them, causes staff problems, 
anomalous. To reduce burden - abolish legislation. 



17 Anti- discrimination laws. Mentions - 5 out of 200, seriousness - 2.5. Total 
expense -£1,500, time - 53 days. Character - can be got round or evaded. 
Inhibiting. To reduce burden - apart from changing the law, allow for 
relaxation of interpretation. 



18 Data protection. Mentions - 4 out of 200, seriousness - 4.0. Total 
expense -£5,250, time - 77 days. Character - only two comments, 
concerning whether to register and effect on efficiency of licensing. To 
reduce burden - restrict licensing to transmitted data and for MOD. 



19 Others. Mentions - 12 out of 200, seriousness - 4.0. Total 

expense -£73,000, time -492 days. Character - CMStomsIV AT , customs 
general/imports, tax, grants, import/export documentation, YTS, 
metrication. To reduce burden - simplify and assess small firms’ needs. 
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Judgements by small 
firms on the burdens 
overall 



The seriousness of the imposed burdens and the effect on jobs 

Government requirements as a whole are not seen as very serious compared to 
other business problems. However, many jobs are said to have been lost. 



200 mentions out of 200 firms 
Average seriousness score 3.0 out of 10 
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The chart shows that small businesses regard the burdens of the requirements of 
central and local governments as a whole as light in the context of the problems 
and other burdens of running the firm. 



As the final question in the interview respondents were asked - 



Have government requirements influenced you at any time in deciding whether 
to take on more staff or drop staff off? If so how and to what extent? 



Interviewers were asked to encourage respondents to think back over a period 
not exceeding five years. 



Sixty-eight out of the 200 firms said that there had been an effect on jobs and 
offered an evaluation of this effect. 

Lost or not taken on 52 firms Average number of jobs 6.5 

Gained 16 firms Average number of jobs 4.0 



The loss in jobs is reported by these respondents to be six or seven jobs each lost 
or not taken on. Given the categories covered by the sample, the net loss of jobs 
appears high. 
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ANNEX A 

Discussion Please fill in carefully and legibly under all appropriate headings. Use back of 

schedule for sheets if space is insufficient. 

executive 

interviews 

Interviewer Date 



Respondent's name including all initials Sales £ 

Year org set up 



Job title 

Company name in full 



Full address and postcode 



Sole trader 
Partnership 
Private Ltd 
Public Ltd 
pic 



Telephone number 



Other respondents and job titles 



Quota frame - please circle appropriate entry 





Retail 


W/S 


Other 

Services 


Const 


Manuf 


1 


1 


1 


1 


1 


1 


2-10 


1 


1 


1 


1 


1 


11-50 


1 


1 


1 


1 


1 


51-200 


1 


1 


1 


1 


1 



Explain that Research Associates is an industrial research consultancy, carrying 
out in-depth policy studies for major British companies and government 
departments. This survey is concerned with the effect of centra! and local gov- 
ernment requirements on small businesses. Individual confidence will be 
respected at all times. 



Any notes for the tabulating team? 
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Requirements hindering and helping business - unprompted 



This section examines the current state of business among small firms and 
identifies government requirements which hinder or help them. 



How is business? 



What is making business good for you? [Unprompted) 



What is making business bad for you? [Unprompted) 



Which central or local government requirements have hindered 
your business? Please list [Unprompted) 



Which government requirements or schemes have helped your 
business? Please list [Unprompted) 
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Requirements hindering small businesses - unprompted 



This section examines in depth those requirements which have already been 
mentioned as hindering small businesses. 



Requirement Area A 

How has it affected your business, and when/how often? 

Attitude/image. Give 3 words to describe your personal attitude to it. 



How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

What could be done to reduce the burden/problem? 

How serious is the effect of this requirement? {0 not serious, 10 extremely 
serious) Please circle. 

01 23456789 10 



Requirement Area B 

How has it affected your business, and when/how often? 

Attitude/image. Give 3 words to describe your personal attitude to it. 



How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

What could be done to reduce the burden/problem? 

How serious is the effect of this requirement? {0 not serious, 10 extremely 
serious) Please circle. 

01 23456789 10 
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Requirement Area C 

How has it affected your business, and when/how often? 

Attitude/image. Give 3 words to describe your personal attitude to it. 



How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

What could be done to reduce the burden/problem? 

How serious is the effect of this requirement? {0 not serious, 10 extremely 
serious) Please circle. 

01 23456789 10 



Requirement Area D 

How has it affected your business, and when/how often? 



Attitude/image. Give 3 words to describe your personal attitude to it 



How much time is/has been spent dealing with it by yourself or your staff? 



Management time 



Other time 



Expenses £ 

What could be done to reduce the burden/problem? 



How serious is the effect of this requirement? {0 not serious, 10 extremely 
serious) Please circle. 

0 1 2 3 4 5 6 7 8 9 10 
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Requirement Area E 

How has it affected your business, and when/how often? 

Attitude/image. Give 3 words to describe your personal attitude to it. 



How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

What could be done to reduce the burden/problem? 

How serious is the effect of this requirement? [0 not serious, 10 extremely 
serious) Please circle. 

0 1 2345 6789 10 



Requirement Area F 

How has it affected your business, and when/how often? 

Attitude/image, Give 3 words to describe your personal attitude to it. 



How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

What could be done to reduce the burden/problem? 

How serious is the effect of this requirement? {0 not serious, 10 extremely 
serious) Please circle. 

0 1 2 3 4 5 6 7 8 9 10 
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Other requirements affecting small businesses - prompted 

This section examines respondents' attitude to other government requirements 
that have not previously been mentioned. 

Show respondent shuffle pack and ask, have any of these requirements hindered 
your business? In what way? How seriously? What could be done about it? 

Requirement Area 1 How affected? 

How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 



How seriously? 

0123456789 10 

What could be done to reduce the burden/problem? . . . 







Requirement Area 2 


How affected? 



How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 



How seriously? 

0123456789 10 

What could be done to reduce the burden/problem? . . . 



Requirement Area 3 How affected? 



How much time is/has been spent dealing with it by yourself or your staff? 

Management time ' Oth^rtime 

Expenses £ 

How seriously? 

0 1 2 3 4 5 6 7 8 9 10 

What could be done to reduce the burden/problem? 
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Requirement Area 4 How affected? 



How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

How seriously? 

01 23456789 10 

What could be done to reduce the burden/problem? 



Requirement Area 5 How affected? 

How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

How seriously? 

01 23456789 10 

What could be done to reduce the burden/problem? 



Requirement Area 6 How affected? 

How much time is/has been spent dealing with it by yourself or your staff? 

Management time - Other time 

Expenses £ 

How seriously? 

01 23456789 10 

What could be done to reduce the burden/problem? 
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Requirement Area 7 How affected? 

How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

How seriously? 

0123456789 TO 

What could be done to reduce the burden/problem? 



Requirement Area 8 How affected? 

How much time is/has been spent dealing with it by yourself or your staff? 

Management time Other time 

Expenses £ 

How seriously? 

0123456789 10 

What could be done to reduce the burden/problem? 



Have government requirements influenced you at any time in deciding whether 
to take on more staff or drop staff off? If so how and to what extent? 



How? 



How many jobs? 



Looking at all the requirements together, how serious a burden are they in 
relation to your other business problems? 

0123456789 10 
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ENTRIES ON THE This is a note of the words on the shuffle cards which will be used to prompt 
SHUFFLE CARDS responses on requirements not already mentioned. 

USED WHEN 

PROMPTING VAT 

PAYE AND NATIONAL INSURANCE CONTRIBUTIONS 
(SEPARA TE IF APPRO PRIA TE) 

STATUTORY SICK PAY 

FILLING IN GOVERNMENT STATISTICAL FORMS eg PRODUCTION 
CENSUS, EMPLOYMENT STATISTICS 

HEALTH & SAFETY AT WORK REQUIREMENTS 

LOCAL AUTHORITY PLANNING REQUIREMENTS 

LOCAL AUTHORITY BUILDING REGULATIONS 

ENVIRONMENTAL REGULATIONS 

FIRE REGULATIONS 

DATA PROTECTION REQUIREMENTS 

EMPLOYMENT PROTECTION LEGISLATION eg UNFAIR 
DISMISSAL, REDUNDANCY PAY, MATERNITY PAY/RIGHTS ETC 

MINIMUM WAGE LAWS (WAGES COUNCILS) 

ANTI-DISCRIMINATION LAWS - SEX, RACE 

CONSUMER LAW - ENFORCED BY LOCAL TRADING STANDARD 
OFFICERS 

COMPANY LAW (INCLUDING AUDITING AND DEPOSIT OF 
ACCOUNTS) 

RESTRICTIVE TRADE PRACTICES LEGISLATION 
EMPLOYED/SELF-EMPLOYED TAX TREATMENT 
ANY OTHER REQUIREMENTS 
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Annex B 



Reasons for the selection of the sample size 



Sample size — 200, similar to other jobs. Negligible chance of missing an issue. 

Job design will give accurate, representative conclusions. 

1 The sample size selected for this programme of research is 200, of which 1 00 
are face-to-face and 100 telephone. 

2 Four earlier jobs for central government have been satisfactorily completed 
with sample size similar to that proposed. The jobs, with the number of 
face-to-face and telephone interviews are as follows. 

Face-to-face intvws ’phone intvws 



The Value of the 


81 


81 


Counselling Activity of 
the Small Firms Service 






The CAD/CAM Programme 


nil 


100 


The Small Engineering 
Firms Investment Scheme 


105 


50 


Viewdata Database for 
Government Contracts 


83 


nil 



3 This research design will allow 1 0 or more interviews in each of 20 cells . A cell 
is one of four sizes of five kinds of business. For example, one cell will be 10 
manufacturers employing 2-10. This design will provide a highly accurate 
qualitative picture, with the research findings from each cell interlocking and 
throwing light on other areas, thus giving additional overall statistical 
validity. 

4 The probability of missing an issue in the area of enquiry is low. If an opinion 
is held, even at a low level of feeling by 5 percent of the total population, the 
chance that RA will not pick it up in a sample of 200 - bearing in mind that 
issues will be prompted, is less than 0.035 percent. 

5 A sample of 200 is an effective size. On any specific aspect, such as the 
onerous nature of a particular Local Authority planning regulation, it is 90 
percent certain that the views from the sample will represent the opinon of the 
total population, within or near the limits shown, dependent of the degree of 
randomisation. Four examples of the percentage of the sample associated 
with an issue are tabulated. 



Sample size 


10 


25 


50 


75 


100 


7-13 


21 -29 


45-55 


71 - 79 


200 


8-12 


22-28 


47-53 


72-78 


400 


sh-iu 


23-27 


48-52 


73 - 77 



The table shows the percentage of the total population associated with the 
issue. Doubling the sample to 400 does not give an increase in reliability 
proportional to the extra cost. 

6 Interviews will be widely spread. Careful planning of the interview targets and 
then daily control of achievement will ensure that the sample picks up most 
main groups of interest. 
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7 This subject demands a sensitive and detailed qualitative interview before any 
measurement of quantity can be obtained. Time and cost constraints do not 
allow more interviews than those planned. 

8 Results will be divided into two for tabulation so that unexplained differences 
can be observed and extra fieldwork put in if necessary to explain these. 
(Results were divided into four - see below.) 



PAGE TWO - HOW IS BUSINESS - 


GOOD/BAD/MEDIUM 
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35 
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Appendix 4 



1 Perception of the 
‘Burdens’ Problem 
as a whole 
l.l Climate and the 
Culture Gap: 
Awareness 



Input from organisations representing 
small firms 



1 The team received views from a number of organisations representing the 
interests of small firms and business generally and team members met 
representatives of many of them. The main organisations concerned in 
connection with the scrutiny as a whole were: 

The Association of British Chambers of Commerce; 

The Association of Independent Businesses; 

The Confederation of British Industry (including its Smaller Firms 
Council); 

The Engineering Industries Association; 

The Forum of Private Business; 

The Institute of Directors; 

The London Chamber of Commerce and Industry (Small Firms 
Committee); 

The National Association of Retail Furnishers; 

The National Chamber of Trade; 

The National Federation of the Self-employed and Small Businesses; 

The Small Business Research Trust; 

The Union of Independent Companies. 

2 There follows a digest of the main points put to us at meetings with the main 
organisations and in written material which they provided. It includes points 
made in three additional earlier papers on the impact of Government 
regulation on small businesses: 

- Worried to Death, by Teresa Gorman and Russell Lewis (Centre for Policy 
Studies, October 1983); 

- The Effect of Regulations on Small Enterprises in the UK, by Teresa 
Gorman (Alliance of Small Firms and Self-employed People); 

- A chapter on small firms and the self-employed in the Omega Report on 
Industry Policy (The Adam Smith Institute, 1984). 

3 The digest is not a full and complete statement of the views of the 
organisations concerned. Points put to us by the Institute of Directors and the 
CBI are not included; the former have been published in an lOD Policy Unit 
document/oh Creation without a U-Turn and we understand the CBI expect 
to publish shortly a paper based on their submission. 



Digest of main points 



THE PROBLEM 

(i) Entrepreneurs are non-conformists: personal satisfaction is more 
important to them than profit; they can tolerate scruffy working 
conditions; - regulators do not understand the personality, psychology 
and motivation of the entrepreneur. 

(ii) Bureaucratic demands and inspectors ‘dropping in’ (‘invasion of 
territory’) have a depressing effect on the entrepreneur; worry about 
unwitting non-compliance. 
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(iii) Regulations are always designed with the needs of big businesses, and not 
of small businesses, in mind. 

(iv) Regulation stifles innovation; EC harmonisation is a particular 
manifestation of this. 

(v) Public opinion is hostile to self-employment. 

PROPOSALS 

(i) Educate regulators (in their own time) about ‘what makes a small firm 
tick’; educate Civil Servants in alternatives to the ‘command and control’ 
approach to regulation. 

(ii) Officials of both central and local government should be seen to be 
adopting more helpful and sympathetic attitudes in their dealings with 
small businesses; put greater emphasis on advice and less on ‘policing’. 

(iii) Research and publicise widely the overall cost of regulation (using US 
model, administration of UK consumer legislation costs £300 to £500 
million a year). 

(iv) Use the EC harmonisation programme as a means of simplifying or doing 
away with requirements. 

(v) ‘The policy of deciding which firms deserve Government assistance 
should be changed to one of allowing the firms that satisfy a demand to 
grow and stand on their own feet: the main policy objective should be the 
introduction of a deregulated small business sector (applying to those 
employing 25 or less)’. 



1.2 The Weight of the (i) The volume of regulation and reading matter from different sources; ‘the 

Burden Overall documents which apply to a business setting up a factory apparently 

stand 5 feet high’. 

(ii) The compliance burden, in both time and money, falls disproportionately 
on smaller firms; the time burden is particularly onerous for the smallest 
companies with minimal staff resources. 

(iii) Access to information: it is both difficult and expensive to obtain 
adequate and comprehensible information on the requirements that have 
to be complied with; the cost of specialist advice. 

1.3 Proposals for (i) ‘The Government should establish a body of experts to research the 

Attacking the Problem problem areas and to make comprehensive recommendations’. 

as a Whole Exempt small firms from requirements where their compliance costs are 

disproportionate; introduce a ‘Small Firms (Exemption from 
Legislation) Bill’ designed to exempt small firms employing less than 
(say) twenty from ‘regulations which are responsible for their reluctance 
to expand their activities and for their high failure rate’; raise existing 
exemption thresholds. 

(iii) Introduce a Regulatory Flexibility Act along US lines. 

(iv) Introduce Impact Analysis/RFA-type costing/cost-benefit techniques 
into the evaluation process for all new regulation; subject all proposed 
legislation to small firms impact assessment. 

(v) Introduce a statutory duty on regulators to conduct ‘meaningful 
consultation’ with small firms interests on all proposed new regulation; 
consult more effectively and over longer timescales; ‘pilot’ new 
regulations with users. 

(vi) Introduce ‘sunset’ legislation for all quangos. 

(vii) Set up a de-regulation unit (based on the Law Commission and reporting 
through the Cabinet Office, and with business representation) with the 
task of simplifying legislation and reducing its volume. 
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2 Specific Problems 
and Proposals 
2.1 PAYEIPersonal 
Taxation 



2.2 National Insurance 



2.3 Statutory Sick Pay 



(viii) In conjunction with the de-regulation unit. Departments to review 

systematically all regulations classifying them as obsolete and for repeal, 
requiring further study, or fully justified. 

(ix) Introduce a new form of ‘micro company’ exempt from most 
requirements or subject to them in a modified form. 

(x) Allow firms with fewer than 1 00 employees to regard regulations as codes 
of conduct. 

(xi) Provide easier access to Small Claims Court/ Arbitrators. 

(xii) Rely more on codes of practice and individual contracts and insurance. 

(xiii) Improve coordination between regulators at national and local levels; 
introduce ‘one-stop’ advice centres or ‘help-lines’; make literature clearer. 



THE PROBLEM 

(i) The chore of operating PAYE/NIC, especially the large number of 
operations, certain forms particularly irksome: PI I (new), P30B(Z); 
PHD; P38, P46. 

(ii) Current Inland Revenue policy of ‘reclassifying self-employed as 
employees’ blocks the simplest route for transferring PAYE/NIC 
compliance costs from small employer to employees; discourages start 
ups (particularly ex-employees wishing to sub-contract from their former 
employer) and encourages unnecessary formation of limited companies 
(this can become the only option for a self-employed person determined 
to remain his own boss). Clawback of PAYE and NIC on reclassification 
can bankrupt the employer. 

PROPOSALS 

(i) Revoke S38 of Finance (No 2) Act 1975 (taxation at source of 
‘self-employed’); self-employed test should be existence or otherwise of a 
contract of employment; clarify guidance on employed/ self-employed 
distinction. 

(ii) The self-employed should receive a standard tax-free allowance based on 
the estimated costs to an employer of servicing a similar job for an 
employee (overheads in London for a shorthand typist estimated at 
£4,500 pa; £10,000 pa for a ‘Junior Manager’. 

(iii) Simplify the operation of PAYE/NIC - various systems proposed. ‘Do 
something’ about PI 1 D standard expense allowances? regular increase in 
threshold? Simplify Pll; do P30B(Z) quarterly; simplify P38 and P46. 

(iv) Change to self-assessment. 

THE PROBLEM 

(i) Extra payrolling operations. 

(ii) Disincentive effect. 

PROPOSALS 

(i) Amalgamate PAYE and NIC. 

(ii) Deduct NIC as a percentage of employee’s PAYE code. 

(iii) Introduce a low flat rate employers’ contribution for a business’s first 
year. 

(iv) Abolish Class 4. 

(v) Reduce DHSS enquiries to employers by putting NI information on to 
P45. 

THE PROBLEM 

Administrative complications. 
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2.4 VAT 



2.5 Statistics 



2.6 Employment 
Protection 



PROPOSALS 

(i) Exclude small firms from the scope of the SSP scheme. 

(ii) Exempt small firms on the condition that short term absences are covered 
by private health insurance. 

THE PROBLEM 

High compliance costs: ‘6 working weeks a year’; 15% of tax collected; 

collection not cost effective for small businesses. 

PROPOSALS 

(i) Raise the threshold to £100,000; to £30-50,000; or 

(ii) Raise the threshold to £50,000 in first year reducing to £30,000 in second 
year and to present level in 3rd year. 

(iii) Introduce a VAT holiday (or optional registration, whatever turnover) 
for new starters (perhaps with a turnover limit: £50k?). 

(iv) Allow more flexibility in payment periods. 

(v) Ease procedures for VAT relief on all bad debts, so that traders do not 
have to wait for a declaration of bankruptcy/liquidation before being 
credited with VAT due to them. 

(vi) Operate VAT as purchase tax - ie apply at wholesale level only. 
Alternatively operate as sales tax (ie abolish VAT between registered 
traders). 

(vii) Enforcement should be more flexible and equitable. 

THE PROBLEM 

(i) Similar information often sought in a number of different enquiries. 

(ii) Abstracting is time consuming when figures required do not relate to 
company’s normal records. 

PROPOSAL 

Keep basic information (eg employment, turnover) in a register of 

non-incorporated businesses (run by Chambers?). 

THE PROBLEM 

(i) The sheer weight and complexity of the legislation. 

(ii) Absurdly high cost/benefit ratio of unfair dismissal/tribunal system given 
tiny proportion of cases in which employer eventually found against. 

(iii) Transfer of undertakings and compulsory redundancy payments 
regulations a major disincentive to increasing employment, especially 
where business may be sold in foreseeable future (eg by owner on reaching 
retirement). 

(iv) Wages Councils price people (especially the young) out of employment. 

PROPOSALS 

(i) Replace the Employment Protection Acts with codes of practice and rely 
on contracts of employment with common law remedies (backed perhaps 
by insurance). 

(ii) Exempt small businesses from unfair dismissal provisions and 
compulsory redundancy pay requirements (also other miscellaneous 
Employment Protection Act provisions, eg maternity leave and return to 
work provisions. 

(iii) Either revoke transfer of undertakings regulations or provide a 
compensation fund for the ‘unfair dismissal’ element of any claims. 

(iv) Introduce deposits for all Industrial Tribunal cases. 

(v) Abolish Wages Councils and compulsory Industrial Training Board 
levies. 
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2.7 Health and Safety 



2.8 Planning 



2.9 Fire Regulations 



(vi) Disapply all employment and wage legislation to under-21s. 

(vii) Resist EC legislation on part-time and temporary work. 

(viii) Produce a short and simple list of employment related obligation s for the 
new employer and specimen contracts of employment; improve the 
relevant booklets. 

(ix) Better publicity for ACAS advisory services. 

THE PROBLEM 

(i) Uneven and inflexible enforcement detail inappropriate to very small 
firms; disproportionate compliance costs. 

(ii) Inadequate consultation with small firms interests. 

PROPOSALS 

(i) Total or partial exemption for smaller firms, especially ‘garage start-ups’; 
raise thresholds. 

(ii) Greater flexibility and responsiveness on enforcement; iron-out 
inconsistencies between inspectors. 

(iii) Give Government grants for up to 50% of the cost of safety equipment 
recommended by Health and Safety Inspectors. 

(iv) Provide better help and advice (regional advice centres?) and clearer 
channels of communication, especially for appeal to higher authority; 
improve balance between advisory and ‘policing’ work. 

(v) Direct small business representation on policy making bodies. 

(vi) Better compliance cost evaluation of new proposals. 

(vii) Abandon policy statement requirements for small firms. 



THE PROBLEM 

Delay; planners ill aware of business needs; use classes too narrow; poor 
coordination between local authority Departments (including fire); petty 
restrictions; objections to proposals on non-planning grounds (eg competition, 
viability). 

PROPOSALS 

(i) Immediate decisions to be made except where planning officer makes 
objection in which case application should go to speedy arbitration. 

(ii) Greater flexibility on change of use; assume consent unless/until 
objection received; rely in this area mainly on common law as regards 
nuisance etc; reduce number of use classes. 

(iii) Exempt small start-ups entirely subject to basic requirements on 
nuisance, noise etc. 

(iv) Better coordination between local authority departments (including fire). 

(v) Gradually extend boundaries of Enterprise Zones ‘until whole country 
covered’. 

(vi) Make new towns ‘regulation-free’ or give local authorities right to apply 
for wholesale exemption from eg planning/building regulations. 

(vii) Relate planning charges to costs. 

THE PROBLEM 

(i) Regulations a disincentive to sensible reorganisation of premises; 
requirements can be disproportionate to risk; restrictive and expensive. 

(ii) Arbitrary changes in standards applied; variable enforcement. 

(iii) Lack of coordination with building inspectorates. 
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PROPOSAL 

(i) Allow appeals to independent arbiter. 

2.10 Company Law THE PROBLEM 

(i) Cost of audit. 

(ii) Excessively detailed accounts required for owner-managed companies; 
irrelevance of many other requirements to small owner-managed 
concerns. 



2.11 Consumer Law 



PROPOSALS 

(i) Companies Registration Office to issue a note on directors’ 
responsibilities at time of incorporation, or auditors to be statutorily 
required to read them out and explain them at the company’s first 
meeting. 

(ii) Modify tax regime (and tax rates?) for sole proprietors (and 
partnerships?) to prevent their registering as limited companies solely for 
tax reasons. 

(iii) A new form of incorporation for small firms? 

THE PROBLEM 

(i) Criminal penalties often disproportionate. 

(ii) Delay in issue of consumer credit licences. 

(iii) Small businesses squeezed by discriminatory discounting. 

(iv) Furniture labelling requirements a nuisance and of doubtful value. 

(v) ‘Bargain Offers’ order a mess. 

PROPOSALS 

(i) Rely generally in consumer area on civil law and insurance. 

(ii) Scrap occupational licensing; protect consumers/clients through liability 
insurance. 

(iii) Scrap consumer credit licensing, end delays by speeding up the process or 
allow issue of provisional licences. 

(iv) End discriminatory discounting. 
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Appendix 5 Licensing, registration and notification 

requirements 



Licensing 



Registration/ 

Notification 



Some businesses must obtain a licence, usually from their local authority, 
before they can lawfully trade. The need for a licence (or similar ‘permission’) 
arises either by virtue of the type of business or the product sold. Some 
requirements are ‘adoptive’ (ie local authorities may elect to license or not). 
The following is an illustrative, non-exhaustive list of licensing requirements 
mentioned to us in the course of the scrutiny, which might be included in the 
general review proposed at paragraph 4.5.4 of our main report; 

Pet shops 

Riding establishments 

Trainers and exhibitors of performing animals 

Dog breeding establishments 

Gamekeepers 

Killing of game 

Dealing in game 

Keeping of wild animals 

Betting, gaming and lotteries 

Pool promoters 

Bingo operators 

Radio communication 

Selling of petroleum 

Selling of milk 

Cinemas and theatres 

‘Environmentally offensive’ trades^ 

Hairdressers 
Pubs and off-licences 
Taxi operators 
Street traders. 

2 The review should equally include follow-up action in Departments on the 
‘permissions’ requirements - fire certificates; employment agencies; 
consumer credit; late night refreshment houses; and scrap metal dealers. 
Points made on these in the studies should be re-examined in the light of 
general conclusions emerging from the wider exercise. 



3 We comment in our main report (para 5.4.3) on the scope for rationalising 
requirements for business to register with central/local government or to 
notify agencies of their activities. The following is an illustrative, 
non-exhaustive list of agencies and of the circumstances in which businesses 
must (in some cases, at the local authority’s option) register/notify; 

Inland Revenue 
all businesses 

Customs and Excise 

businesses with turnover exceeding VAT threshold 

DHSS (for national insurance and sick pay) 
all business employing staff 

Factory Inspectorate 

businesses using industrial premises 



‘under the Public Health Act 1936, local authorities may - and many do - license trades such as 
blood boiler, blood drier, bone boiler, fat extractor, fat melter, fellmonger, glue maker, gut 
scraper, rag or bone dealer, size maker, soap boiler, tallow melter, tripe boiler and many more. 



Printed image digitised by the University of Southampton Library Digitisation Unit 



Local authority environmental health department 
all shops and offices (concerning health/safety of staff); shops selling 
certain foods (eg ice cream, shell fish); businesses employing women or 
under 18s on overtime. 

Careers Officer 

businesses employing under 18s. 
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Appendix 6 Issues for further action 



Local authority 
legislation 



PHD 

P14 and P60 
Occupational Pensions 

Equal opportunities 
and race relations 

Company law 
Consumer law 



Action on the following points should be examined in follow-up work on the 
scrutiny. 

Comment: Local authorities’ private Acts of Parliament - and bye-laws 
made under other primary legislation - can add to burdens on business in 
some sectors and some localities. 

This problem should be tackled as a whole by: 

- including local authority licensing in the general review of licensing 
requirements proposed in section 4.5.4 of the main report (see also 
Appendix 5 above. 

- speeding up the review of local authority bye-laws launched by Department 
of the Environment and Home Office in 1980 (which should include a 
critical look at the scope for cutting back the impact of bye-laws on 
businesses). 

Comment: Simplify paperwork requirements for directors’ benefits in kind? 
Review threshold? 

Comment: Rationalise PAYE forms P14 and P60? Could payslips be 
accepted in their place? 

Comment: Current proposals for a public register of Occupational pension 
schemes will add to business compliance costs. Could they be modified? Is 
there a case for a register, taking such costs into account? 

Comment: Some firms have expressed concern about aspects of handling 
this legislation, including financial support for complainants, by the Equal 
Opportunities Commission and the Commission for Racial Equality. 

Comment: Rationalise annual return requirements for subsidiary 
companies which are effectively inoperative; and company/tax law 
concerning liquidation of subsidiaries? Rationalise memorandum/articles of 
association documentation requirements? Are trading certificates necessary? 

Comment: Is the Food (Prohibition of Repricing) Order 1978 necessary, 
now that inflationary pressures are under control? Review the interface 
between weights and measures, trade descriptions and food law in relation to 
misleading packaging? 
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Appendix 7 



Chambers of 
Commerce/ Chambers 
of Trade 



Local Enterprise 
Agencies 



'One Stop Shops' 



The essentials of the ‘One Stop Shop’ concept are outlined at 6.5 of our main 
report. The main elements are the provision from a single point of (in 
roughly ascending order of cost): 

i basic information on Government requirements; 

ii a list of relevant contact points in Government departments; 

iii a service tOj^;r up meetings between the firm and those contact points; 

iv help in filling in forms etc to meet Government requirements, which the 
small firm has difficulty in filling in itself; 

V advice on the best way of approaching the requirement agency! answering 
the questions on the forms, to give the best chance of getting quick and 
acceptable answers. 

2 In what follows we identify - and comment on the potential of - the main 
existing agencies which might contribute to services of this kind; and 
suggest points to be explored in the follow-up work recommended at 6.7 of 
our main report. 

3 There are some 80 Chambers of Commerce affiliated to the Association of 
British Chambers of Commerce and a few others (including some large 
ones) not affiliated. The National Chamber of Trade has a membership of 
around 500 Chambers. Together - and a merger is under 
consideration - the Chambers provide a network of several hundred offices 
covering most major population centres (although the ABCC has limited 
coverage in the South West). 

4 Many Chambers are important focal points for entrepreneurs in the area. 
Steps should be taken to ensure (through action at local level by the DTI 
regional network, reinforcing central approaches to the national bodies) 
that Chambers which are willing and able to cooperate are supplied with the 
basic information packs on Government requirements called for in section 
6.4 of our main report, as well as information on the key contact points in 
enforcement agencies to which enquirers should be signposted; and that the 
DTTs Small Firms Service (see below) liaises with them regularly on 
requirement issues. 

5 The Chambers clearly have a role to play in disseminating basic information 
on Government requirements and on contact points in regulatory agencies. 
It should be noted, however, that their services are normally available only 
to their own subscribing members; and that their staff numbers are often 
limited. Developing (even for their own members) a specialised support 
service involving (iii), (iv) and (v) at para 1 above would almost certainly 
require Government funding. 

6 These are advisory services financed essentially by the private sector (eg 
through secondment of staff) and by local authorities. There are around 200 
of them, although coverage is uneven. The type and level of service also 
varies but most devote a high proportion of their time to assisting firms in 
starting up. 

7 Enterprise agencies already do much to support and assist small businesses 

with information and with more practical assistance (eg finding premises; 
getting planning permission) . They clearly have an important role to play in 
strengthening advisory services for which their help should be 

enlisted. We propose this in the follow-up work recommended below. 
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Job Centres 



DTPS Small Firms 
Service 



8 The Manpower Services Commission’s Job Centre network consists of 
around 1,000 offices in or near to High Street positions. Job Centre staff 
already give some advice on self-employment and advice to businesses is 
provided on occasion at Job Centres by ACAS or by DTFs Small Firms 
Service counsellors. 

9 The Job Centre network is by far the largest of the organisations we have 
considered in terms of numbers of offices ‘on the ground’. It should be 
possible to take advantage of these readily accessible enquiry points, at 
minimal extra cost, for the dissemination of (a) basic (printed) information 
on requirements (para 1 (i) above) - a facility which might be extended if the 
computer-based information systems mentioned in para 12 below can be 
made available more widely; and (b) the dissemination of information on 
contact points in regulatory agencies (para 1 (ii) above). We recommend that 
this should be followed up as part of the wider action to improve 
communications recommended at 6.7 of our main report. 

1 0 We doubt whether it would be satisfactory to use Job Centres as the basis for 
more advanced ‘counselling’ services on requirements of the kind mentioned 
in para l(iii)-(v) above; a role for which their staff are not trained or suited. 

It would be cheaper and more effective to develop such facilities on the basis 
of existing ‘counselling’ services on small businesses’ other problems - the 
DTI Small Firms Service and (to the extent they are able and willing to help) 
the Local Enterprise Agencies. The Job Centres’ role should be to ‘signpost’ 
enquirers who need such services to the right specialists. We recommend that 
MSC, in conjunction with the DTI Small Firms Service, should ensure that 
Job Centre staff are briefed to do this. 



1 1 This is the nearest existing equivalent in central Government to a ‘One Stop 
Shop’ service. It operates from centres in each of the English regions (three 
in the South East) and from equivalent offices for Scotland, Wales and 
Northern Ireland, and is more widely accessible by ‘freefone’ and by means 
of counselling and clinics held from time to time in over 1 00 locations other 
than its regional centres. 

12 The services provided for small businesses range from basic information 
(oral and written) and answers to queries about specific Government 
requirements, to counselling by experts on the problems of finance, 
marketing etc. Staff and counsellors already make use of Job Centres and 
other such premises for the convenience of clients. A microcomputer-based 
system has been installed in all Small Firms Centres for management and 
information purposes. 

13 We recommend that DTI, as the Department running the Small Firms 
Service, should take the lead in coordinating action with the other public and 
private organisations identified in this Appendix to: 

- strengthen basic information and ‘referral’ facilities, on the lines suggested 
at paragraphs 4 and 9 above, by ensuring that adequate information or 
requirements - including ‘starter packs’ of the kind proposed in our main 
report - is widely available, together with up-to-date checklists of 
local/regional contact points in regulatory agencies; 

- test, through a pilot project, the case for improving ‘counselling’ services 
for small firms on requirement problems; in particular (within available 
resources) by 

- extending micro-computer-based information facilities (c/para 9 above), 
which might ultimately include the development of programmes capable 
of coping, on a question and answer basis, with specific compliance 
problems; 
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- extending ‘support’ facilities available to small firms on requirement 
problems through the Small Firms Service and the Enterprise Agencies, 
in the directions identified at (iii)-(v) of paragraph 1 above. 

14 ‘Support’ services of this kind will depend critically for their success on 
securing suitable and adequately-trained staff. Participation by secondment 
of staff from regulatory agencies (including local government) would be 
worth considering. The involvement of local government staff with 
experience of the experimental ‘One Stop Shops’ in local authorities would 
of course be particularly useful. 
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Appendix 8 Regulatory burdens in other countries 



1 International comparisons are difficult, partly because of differences between 
countries in methods of regulation (and in the constitutional, legal and social 
framework within which regulation is applied); and partly because of the 
absence of comparative international data on the scale and nature of 
compliance costs, 

2 We have not attempted an in-depth review of international experience. But we 
have received information through British Embassies in seven advanced 
countries - Canada, Denmark, France, Germany, Italy, Netherlands and the 
United States. 

3 The key points are: 

- there is no evidence that regulatory burdens borne by business in our main 
international competitors are significantly lighter than in the United 
Kingdom. (In discussions with us, one of the small business organisations 
with extensive international contacts endorsed the view that the UK 
position was no worse than the Western average. A staff member of 
another, with direct experience of opening a business in the United States, 
remarked to us that even there ‘the bureaucracy . . , seems almost as 
onerous as in the UK’.) 

- Nor is there evidence that other advanced countries have yet achieved 
substantial cutbacks in the fields we have examined (though there have been 
big advances in the United States on ‘economic deregulation’, in areas such 
as air transport). The primary emphasis seems rather to have been on 
controlling the growth of new requirements. 

- But there is clear evidence of growing concern in several advanced 
countries about the adverse effects of regulation on employment and 
efficiency. And in at least three advanced countries - the United States, 
Germany and the Netherlands - deregulatory initiatives have received 
substantial political impetus. 
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Appendix 9 Impact Analysis 



We recommend (7.22 of the main report) that Departments should prepare a 
structured analysis - in US terms, an ‘Impact Analysis’ - of proposals for 
new requirements or for changes in existing requirements. 

2 Impact Analysis is a means of systematically identifying and appraising all 
the main costs and benefits implied by adoption of the proposal, and of giving 
appropriate weight to its implications for business and for jobs. 

3 The analysis should normally include brief statements of: 

i the essential purpose of the proposal (and how it relates to other existing 
or proposed requirements in similar areas); 

ii the problem the proposal is intended to tackle (with an indication of its 
causes, and why Government action is thought necessary); 

iii any alternatives to the particular line of action propo sed (which should be 
genuine ‘best alternatives’; not Aunt Sallies) - and an indication of 
whether any e^conomicdMy preferable alternative has had to be ruled out for 
practical or other reasons; 

iv the costs and benefits of the proposal, quantified where possible. 
Comprehensive quantification will seldom be feasible, and any estimates 
will often be subject to major uncertainties. The important point is to 
identify the key factors on both sides of the equation as an aid to (not a 
substitute for) the Government’s social and political judgement: and to 
bring out clearly which factors are decisive in determining the line of action 
proposed. 

4 Analysis of the impact of the proposal on business - with particular reference 
to small firms - should be a key element in the total assessment, which should 
bring out any implications for investment and operating costs, employment 
and competition (both within the UK and internationally). Points to be 
considered include the likely impact on, for example, businesses’: 

- liability to fees/charges (including the cost of professional advice) 

- labour and equipment costs 

- operating methods 

- staff/management time. 

5 The analysis of ‘business impact’ should also say how businesses will be 
informed of the planned change. 

6 The assessment of ‘best alternatives’ (iii above), should identify any options 
which would involve lower compliance costs for business, (in the light, for 
example, of the points made in section 4.5.2 of the main report on the use of 
general statutory duties, ‘self certification’ and licensing and registration 
requirements). 

7 Impact Analysis should be: 

- prepared, and considered by the responsible Minister, as part of thtinitial 
policy submission within Departments on regulatory proposals; 

- submitted to the^task force recommended at 7.2.2 of the main report before 
the proposal is published. The task force’s role should be to comment as 
necessary on the adequacy of the analysis, as well as on the underlying 
policy issues; and to ensure that any major implications for the 
Government’s wider strategy are brought to the attention of Ministers 
collectively; 
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- published by the Department to inform debate on the requirement (where 
Government decides to proceed with it). 

8 All proposals affecting compliance costs should include an assessment of 
their ‘business impact’ (para 4 above). The, full Impact Analysis procedure 
will be appropriate only for proposals with significant implications for 
compliance costs. There are no simple, uniform criteria by which these can be 
identified across the whole range of requirements. Criteria for the use of 
Impact Analyses in each main system should be worked out by the task force 
and Departments concerned. 

9 Modified arrangements will be necessary for some requirements introduced 
to meet European Community obligations; and for changes in the tax INI C 
system which - though they may have implications for compliance 

costs - raise issues of fiscal budgetary policy which may make prior 
consultation inappropriate in certain circumstances. 
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